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PROCEEDINGS AND DEBATES OF THE SIXTY-NINTH CONGRESS 

FIRST SESSION 

SENATE 
!fo:NDAY, F ebruar·y B, 1926 

(Leu ls1ati-t'c day of Monday, Febntary 1, 1926) 

The ~enate reassembled at 11 o'clock a. m., on the expiration 
of tlle re<:e. 'l'l . 

Mr. JO~ "ES of 'Vashington. :Mr. President, I suggest the 
11 bi'CllCe Of a QU(Jl'UID. 

The VICE PRESIDEi\T. The clerk will call the I'Oll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names : 
At-~h n r st F erris KJ _ .,in1~. ollcttn 
Bi:Jgham .Fess ~ "' 
Rlen.se - FletehC'r 1\IcKcllur 
Bora h FraziPr McLean 
Bratt on George 1\IcMaster 
llrookba rt Gerry ~Ic. 1ary 
Broussard Gillett )layfielu 
Druce UL'lFIS Metcalf 
Butler Goff Mo. es 
Capper Gooding Neely 
Caraway HnlP Norlwck 
Copeland Ilarreld Norris 
Couzeus llarl'is N:vP · 
Curtis Harrison O(ldie 
Dale Heflin Pine 
flc>n l'en Howell Hausdell 
Vill J(lbnson Reed, Pa. 
J:dgc Jones, Wash. Robinson, Ind. -
Edwards Kendrick Sackett 
Fernald Keyes Schall 

Shf'I1pard 
Sbipstea d 
Shortridge 
Simmons 
Hmlth 
Smoot 
Stanfield 
Stephenfl 
Swanson 
Trammell 
Tyson 
Underwood 
Wadsworth 
Wah;h 
Watson 
·weller 
Williams 
W1llit;-

Mr. JOr"ES of 'Vashiugton. I wish to am10unce that the 
Senator from Wyoming [Mr. WARRE'!'Il'], the Senator from North 
Carolina [Mr. OVERMAN], the Senator from Wisconsin [1\Ir. 
LE~ROOT], the Senator from Colorado [Mr. PHIPPS], and the 
Senator from D elaware [Mr. BAYARD] are engaged in.a be.a.ripg 
before the Committee on AppropriationR. ' · 

I also desire to anuounce that the Seuator from Iowa [Mr. 
CuMMI.:\"S] , the Senator from Kentucky [Mr. En.~sT], and the 
Senator from Colorado [l\1r. MEANS] are detained at a hearing 
b<'fore the Committee on the Judiciary. 

The YICEl PRESIDENT. Seventy-eight Senators having an
swered to theil· names, a quorum is present. 

PETITIO~S .AND MEMORIALS 
Mr. 1\IcKI~"LEY presented resolutions adopteu by the boaru 

of supervisors of Livingston County, Ill., favoring the passage 
of the so-culled Dickenson bill, granting relief to and stabilizing 
the agricultural industry, which were referred to the Commit
tee on Agriculture and Forestry. 

He also presented the memorial of Jesse R. Gentley, of 
Chicago, Ill., remonstrating against the abrogation of the pres
ent pol~cy of charging fees for · grazing privileges in the na
tional parks anu forests and substituting individual grazing 
rights upon an area basis in said parks and forests, which 
was referred to the Committee on Public Lands and Surveys. 

Mr. WARREN preRenteu a resolution adopted by the 
"Tomen·s Departmental Club of Casper, Wyo., authorizing an 
adequate appropriation for the construction and operation 
of the proposed Casper-Alcova irrigation project, which was 
referred to the Committee o'n Irrigation and Reclamation. 

He al o presented a resolution adopted by the Women's De
partmental Club, of Casper, Wyo., protesting against any fur
ther extension of the boundaries of the Yellowstone National 
Park, which was referred to the Committee on Public Lands 
and Surveys. 

He also presented resolutions adopted by the Lander Com
mercial and Kiwanis Olul>s, in the State of Wyoming, favor
ing the extension of the boundaries of the Yellowstone Na
tional Park, which were referred to the Committee on Public 
Lands and Surveys . 

L.XVII--220 

REPORTS OF THE DISTRICT COMMITTEE 

Mr. CAPPER, from the Committee on the District of Colum
bia, to which was referred the bill ( S. 2041) to provide for 
the widening of First Street between G Street and Myrtle 
Street N.EJ., and for other purposes, reported it without amenu
ment and submitted a report (No. 1Gl) thereon. 

He also, from the same committee, to which was referred 
the bill (II. R. 4785) to enable the Rock Creek and Potomac 
Parkway Commh:;sion to complete the acquisition of the land 
authorized to be acquired by the public buildings appropriation 
act, approved March 4, 1913, for the connecting parkway be
tween Rock Creek Park, the Zoological Purl.:, and rotomac 
Park, reporteil it without amendment and submitted a report 
(No. 152) thereon. 

BILLS .AND JOINT RESOLUTIONS INTRODUCED 

BHls and a joint resolution were introduced, read the first 
time and by unanimous consent the se<:ond time, and referred 
as follows: 

By l\Ir. SHORTRIDGE: 
A bill ( S. 3033) for the relief of Charles R. Sies ; to the 

Committee on Naval Affairs. 
By Mr. GOODING : 
A bill ( S. 3034) authorizing the Secreta:~:y of the Interior to 

dispose of certain allotted land in Boundary County, Idnho, 
• and ti:r purchase a compuct tract of land to allot in small tracts 
to the Ko<;>tenai Indians as herein provided, and for other pur
poses ; to the Committee on Public Lands and Surveys. 

By :Mr. ASHURST: 
A bill (S. 3035) grunting a pension to Anna S. Tenney (with 

accompanying papers) ; and 
A bill '(S. 303()) granting a pension to Rachel E. Berry (with 

· ·accompanying papers) ; to the Committee on Pensions. 
. By l\11·. W ADSWORTII: 

A bill (S. 3037) to provide retirrment for the Nurse Corps 
of the Army and Navy; to the Committee on Military Affairs. 

By Mr. COPELAND: 
A bill ( S. 3038) for the relief of Joseph L. Keresey ; to the 

Committee on Claims. 
Dy Mr. ODDIE: 
A bill ( S. 303!)) to provide a water system for the Indians 

living at the Dresslcrville Indian colony near Gardnerville, 
Nev.; to the Committee on Indian Affairs. 

By l\Ir. CAPPER : 
A bill ( S. 3040) to amend an act entitled "An act to regulate 

the height of buildings in the District of Columbia," approved 
June 1, 1!)10, as amended by an act of Congress approved De
cember 30, 1910; to the Committee on the District of Columbia. 

By Mr. WILLIS: 
A bill ( S. 3041) granting an increase of pension to Saretta L. 

llendcrson (with an accompanying paper) ; to the Committee 
on Pensions. 

By l\Ir. DALE (for l\Ir. GREENE) : 
A bill (S. 3042) granting an increase of pension to Flora & 

Collins ; to the Committee on Pensions. 
By Mr. McKELLAR: 
A bill ( S. 3043) granting an increase of penc,ion to George 

Milams (with accompanying pape1-s) ; to the Committee on 
Pensions. • 

By Mr. ERNST : 
A bill ( S. 3044) granting a pension to l\lary Cole Leach 

(with accom11anying papers) ; to the Committee on Pensions. 
By Mr. DILL: 
A bill ( S. 3045) granting a pension to T. J. Clancy; and 
A bill (S. 3046) granting a;n i~crease of ~nsion to Rosanna 

McWhorter ; to the Committee on Pensions. 
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By :\Ir. HEFLIN! 
A hill ( S. 3047) for the relil'f of Charles 0. Green; to the 

Committee on Claims. 
.c\. bill ( S. 3048) to amend the United States cotton futures 

net as amended ; to the Committee on Agriculture and Forestry. 
By ~Ir. BRCCE: 
A bill (S. 3049) for the rE>1ief of Mrs. M. McCollom, Margaret 

G. .Taekson, and Dorothy M. Murphy; to the Committee on 
Claims. 

By ::\Ir. HEFI~IN: 
.A joint resolution ( S. J. Res. 52) authorizing an appropria

tion for a monument to :\Iaj. Gen. William Crawford Gorgas, 
late Rnrgeon General of the 'C'nited States Army; to the Com
mittee on the Library. 

AMEN"DMEXT TO AGRICULTURAL A.PPROPRI..i.TIO~ BILL 
:\Ir. FLETCHER submitted an amendment proposing to in

crea:-;e the appropriation for enabling the Secretary of Agricul
ture to investigate and certify to shlppers and other interested 
!Jilrtie.· tlle class, quality, and/or condition of cotton a;nd 
fruHs, 1egetahl£:'s, poultry, butter, bay, and other perishable 
farm products when offered for interstate shipment or when 
l'eceived at such important central markets as the Secretary 
of Agri<:nlture may from time to time designate, or at points 
which may be conveniently reached therefrom, etc., from 
$34R.7uii to $3G3,755, intended to be proposed by him to Honse 
uill 8264, the Agricultural De1)artment appropriation bill, which 
wa~ referred to the Committee ou Appropriations and ordered 
to be printed. 

A1.ill::-\DME~~T TO FutST DEFICIE~CY A.PPROPRJATIO::-< BILL 
1\fr. HALE submitted an amendment proposing to appropri

ate $11,000 for the repail· of damage done to roads, water sys
tems, ~:;chools, and other public buildings as the result of the 
hurricane which visited American Samoa on January 1 1926 
intended to he pt·oposed by him to Honse hili 8722, th'e first 
deficiency bill, 1926, which ·was referred to the Committee on 
Appropriations and ordered •to he printed. 

AMEN"UMENT TO NAVAL APPROPRIATION BILL 
1\Ir. HALE submitted an amendment intended to be pro

poH.ed by him to H01.1se bill 7554, the naval appropriation bill, 
wlnc·h was referred to the Committee on Appropriations nnd 
ordered to be printed, as follows: 

On page 42, Ilne 16, after the sum "$4,100,000," insert the fol· 
lowing: "for new construction and procurement of aircraft nnd 
eqnimcnt, $4,962,GOO: Prorided, That in addition to the amount 
llerein appropriated and speci.fied for expenditure for new construc
tion and procurement of aircraft and equipment tlle Secretary of 
tbe NaYy may entP.r into contracts for the production nnd purchase 
of nrw airplanes and their equipment, spare parts and accessories, 
to au amount not in excess of $4,100,000." 

OB.JEOTION S TO PROHIBITION 

~Ir. EHW ~DS. Mr. President, I ask unanimous consent 
to have printed in the RECORD a radio address delivered by my 
colleague ·[Mr. EDGE] on the 4th instant. 

There being no objection. the address was ordered to be 
printed in the RECORD, as follows : 

RADIO ADDRESS BY SF!!'i"A1:'0R EDGE, FEBRUARY 4., 1926 

My feHow citizens, any law that bas brought in its trail the havoc, 
the defiance, and the corruption which has followed the Volstead Act 
can not be successfully defended. It bas not bt·ought temperance ; it 
has inct'ell. ·ed intoxication. 

It is enti~ely beside the question to Insist all law, no matter how 
unpopular, slwuld be obeyed. No one disputes that. Neither does such 
insistence solve the problem. 

Tllis act has been given a fnlr trial. llundreds of millions of dollars 
llave been expended in an nn ·uccessful eiiort to enforce it, and yet vio· 
lations have increased year·after year. 

Ti1e time has arrived to face the facts and no longer fall back on 
bluster and subterfuge. 

To-day we have all the evlls of preprollibltlon days plus increased 
dl'Unkenness and arrests, lncrea~;ed alcoholic insanity and deaths, wide· 
spread corruption in the public Rervice, more dives than we formerly 
ha.d.snloons, an appalling increase in liquor drinking among young men 
and young women, practically unknown before prohibition, anu o. gen· 
era! disrespect for all law that threatens the very foundation of tlle 
Republic. 

What can we do about it? 
I can offer at least one immediate method for relief. 
We should make the Yolsb>nd Act as honest as is possible to accom

plish through legislation. To·da'y it is an indefensible contradiction. 
Do you realize that under its terms citizens are permitted to produce 

wiue and cider for home consumption up to the point of peoven intoxi· 
cation, wllile the Ra.me citiz<'us are criminals if they make or pOt!Sf'Stl 
Leer or cereal beverng'es contaiuing one-llalf of 1 per cent alcohol, which 

all admit is not intoxlrat\ng or nC'ar lntoxlcAtlng? I ask my opponent 
wllo wil1 follow me if this is not absolutely true. 

This discrimination in itself furnishes an excuse, warranted or 
otherwise, for thousands of citizens to utterly disregard a law so 
inconsistent and so unjust. 

The prohibition amendment only prohibits intoxicating beverages. 
Then why should Congress prohibit nonintoxicating beverages? 

At least Congress cnn rectify this indefensible condition, and Con· 
gress has no moral right to refuse to do so, whatever the rrsult. 

Government prohibition officials, district attorneys, and Fedet·al 
judges engaged in enforcing the law now freely admit that these in· 
consistencies make their wot·k impossible. How, then, can Congress 
longer refuse to squarely and fairly meet the issne? 

Everyone is desirous of a temperate condition. But the Volstead 
Act has not brought that about. 

Modification of the act within the clear terms of the Constitution 
would partly subdue the spirit of protest and challenge now se 
apparent. 

Again, would it not be far better for the morals of the Nation to 
have a temperate condition than prohibition that does not prohibit, 
but ruther breeds defian<'e, and in addition leaves in its wake a rapidly 
IJroadening trail of misery and corruption? 

In discussing the colossal failure or the Volstead Act I seldom 
refer to the stupendous expense to the taxpayers. Were real results 
accomplished, no one would question the cost. 

However, when a Federal officer sworn to enforce the law frankly 
exposes the situation, as did United States District Attorney Buckner
in New York a few dnys ago, it is timo to sit up and tnke notice. The 
district attorney disturbed those who decline to admit failure by claim
ing with present Federal appropriations, which according to Attorney 
General Sargent amount now to $30,000,000 a year, he was unable to 
more than make an effort to cover one-fifth of the violations. 

If Distt·ict Attorney Buckner's estimate is con·ect that it requlrf's 
$30,000,000 to pursue one-fifth of the violations and then fail, it would 
appat·ently requh·e $150,000,000 annually to conduct anything like a 
complete campaign of enforcement. 

This is entirely apart from the millions States and Inunicipalitles 
are spen(}ing and the millions lt costs to maintain the courts of the 
country, both Stnte and Federal, whose work to-day is almost exclllsively 
confined to violations of the prohibition act. Just think of it! One 
hundred and fifty million dollars a year from the taxpayers. Why, do 
you realize that the last Federal appropriation for the great Department 
of Agriculture, with all its ramifications in every State in the Union, 
was less than this amount? Can't you imagine when the American 
people actually realize tllis situation they will arise en masse and de
mand a termination of the bluff which instead of bringing about tle'm
perance is demoralizing the public service of the country? 

0 fellow citizens, the time has passed for stubbornness and politics, 
for impugning motives and misrepresenting facts. This intolerable 
situation in which we find ourSelves must be remedied. A. solution can 
not be reached through vilification. 'l'he facts are with us and we 
can no longer e>·atle them. 

I will quote but one statistic. It should be convincing. The Federal 
Bureau of the Census recently issued a table showing the combined 
death rate in the country from all causes as gradually decreasing, while 
during the same period the deaths from alcoholic poisoning have in
creased without exception in every single State in the Union. Is that 
sectional? And yet defenders of the Volstead Act claim pt·ogrel:!B. 
There has been progress, but tlle trouble is it !las been in the wrong 
dll·ectlon. 

I have always admitted mollifying the Volstead Act, while greatly 
helping the situation, will not solve the entire problem. 

We can well afford to heed the much better moral and social condi
tion prevailing in the vat·ious so-called wet Provinces of our neighbor 
on the north, Canada. 

Most of the Canadian Provinces tried our experiment and, following 
tls, voted dry. All but one-Ontario-bas returned to some form or 
wetness. Surveys and reviews of the results have clearly and positively 
demonstrated genet·ally improved conditions. 

These countries have apparently decided governmental distribution or 
pure and legalized liquors was preferable to .the bootleggers' distribu
tion of poisonous substitutes. That's what we have to-day. 

We could profit through their experience and some day we will, but 
It is appalllng to contemplate the havoc in the meantime. 

The bootleggers and the extreme drys are together resi~!ing all 
efforts for modification. Public opinion, however, as now uaily ex· 
pressed from pulpit and forum, is demanding action and freely aumit
ing the error we have made. Only pure, unadulterate(} stubbomness 
maintains otherwise. 

I earnestly hope the demand for modification, now so manifest, will 
grow stronger nnd stronger, in order that cooperative action can be 
assured and respect for law renewed. 

Is it not significant when prominent educators, like Dean Gauss, or 
Princeton, and l'resi<lent Butler, of Columbia, demand modification? 
They are ln daily contact with those approaching manhood. 1'11ey 
unhesitatingly admlt tllc calurnit.r of tlle vrescut situation. 
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Only to-day an association of the powerful Eplscopal Church, 

through Doctor Empringbam, secretary of the Church Temperance 
Society, came out :flatly for modification. Certainly no sane man 
would q11estion their sincerity. 

The common-sense result of modlfication would be a lower consump
tion of bard liquors. That's true temperance. 

We are not enlisted in an effort to tear down but rather to build 
up. To amend an unworkable law is not to violate it, but rather to 
make it worthy of the great Republic in which we live. We can and 
will no longer perpetuate a lie. 

[Senator DILL followed, whose address appeared in the proceed
ings of the Senate of Saturday, Febr.uary 6 (legislative day of Monday, 
February 1), 1926.] 

REBUTTAL BY Sl'YNATOR EDGE 

My friends, as I anticipated, a.nd yet with every good feeling to my 
colleague, he has adopted the usual old tactics, faUen back on the same 
old worn-out claims which I have on previous occasions completely 
punctured and disproved. 

He asked me two questions, and in the limited time I have I don't 
want him to have the opportunity to say I have evaded anything. I 
will answer both of them. 

lie asked if I really am in favor of 2.75 per cent beer or aom~ other 
voltage of beer, or whether I believed that the eighteenth amendment 
should stand, or if it should be amended or repealed. 

When he attempts to minimize the inconsistencies and the discrimi
nations of the present Volstead Act by using the expres ion that the 
cider and wine privilege of that act was for a few housewives to 
make fruit juices, then I must accuse him of evasion. Does he know 
that in the State of California alone over 45,000 permits were asked 
for and issued to enable citizens of that State to make what he calls 
fruit juices-in reality to make, of course, wine, and to make wine as 
intoxicating as 90 per cent of them could make it? They would not 
have bothered with permits othe1·wise. And when I contend that the 
Volstead Act, unless 1t be fair to all classes of citizens, invites the 
protest and challenge we now kn6w exists, I simply repeat what;,. eTery 
citizen knows and will admit if he wants to admit the facts. 

Why should there be a.ny objection to at least making the Volstead 
Act consistent in this regard? The Senator admits that we can not 
amend the Constitution through an act of Congress. I absolutely 
agree with him. Any amendment we add to the Volstead Act allowing 
2.76 beer or whatever voltage that is not proven intoxicating as now 
allowed wines, the Supreme Court will have the final say. Why should 
Congress refuse this privilege? In refusing the privilege they invite 
the protest which is evident over all this country, and naturally so. 

In his second question, as I recall it, he claimed a large quantity of 
beer was drunk before prohibition went into efi'ect. I agree with him. 
And this is one of the main arguments I present. I say this because 
of the great number of people to-day who are drinking all kinds of 
substitute poisonous concoctions of every character. Our Nation was 
100-yes, 1,000 per cent better oil when -they were drinking beer than 
when they are drinking the concoctions of to-day. My dear Senator, 
I think you made the statement that you leoked forward to the day 
when the use of alcohol will have passed. We all look forward to the 
day when we, at least, can be temperate, but you can not look forwa1·d 
to impossibilities. We are facing an issue we can not evade, and we 
should admit it is the duty of Congress to meet the issue. . Perhaps 
my solution is not the best, but I want to see the time when both 
sides are free from bias and not extreme either way, when they ":11 sit 
around a table recognizing the problem and solve it fair to the rights 
of all American citizens. 

SARAH A. LUCAS 

Mr. CURTIS submitted the following resolution (S. Res. 
143), which was referred to the Committee to .Audit and Con· 
trol the Contingent Expenses of the Senate: 

Resolved, That the Secretary of the Senate hereby is authorized and 
directed to pay to Sarah A. Lucas, widow of James J. Lucas, la-te 
a laborer employed under the Sergeant at Arms of the Senate, a sum 
ecjual to six months' compensation at the rate he was reeeiving by law 
at the time of his death, said sum to be considered inclusive of funeral 
expenses and all other allowances. 

~SAGE FROM THE HOUSE 

A message from the House of Representatives, by Mr. 
Farrell its enrolling clerk, announced that the House had 
passed' a bill (H. R. 8722) making appropriations to supply 
urgent deficiencies in certain appropriations for the fiscal year 
ending June 30, 1926, and prior :fiscal years, to provide urgent 
supplemental appropriations for the fiscal years ending June 
30, 1926, and June 30, 1927, and for other purposes, in which it 
requested the concurrence of the Senate. 

~ROLLED BILL SIGNED 

The message also announced that the Speaker of the House 
had a.filxed his signature to tbe enrolled bill'( S. 1423) to relin· 
quish the title of the United States to the land in the donation 

claim of the heirs of J. B. Baudreau, situate in the county of 
Jackson, State of Mississippi, ·and -1t was thereupon signed by 
the Vice President. 

HOUSE BILL REFERRED 

The bill (H. :R. 8722) making appropriations to supply urgent 
deficiencies in certain appropriations for the fiscal year en<;ling 
June 30, 1926, and prior fiscal years, to provide urgent supple
mental appropriations for the fiscal years ending June 30, 
1926, and June 30, 1927, and for other purposes, was read 
twice by its title and referred to the Committee on Appropria
tions. 

TAX REDUCTIO~ 

The Senate, as in Committee of the Whole, resumed the con
sideration of the bill (H. R. 1) to reduce and equalize taxation, 
to provide revenue, and for other purposes. 

Mr. WILLIS. Mr. President, one of the amendments which 
will be found upori the desks of Senators, and to which atten
tion will be drawn when we come to amendments other than 
committee amendments, relates to the subject of living revocable 
trusts, on which I shall desire to make some observations 
when the time comes. Meanwhile I ask permission to have 
printed in the RECORD resolutions that have been adopted by 
the Cleveland (Ohio) Chamber of Commerce touching the ques
tion of living revocable h'usts. 

The VICE PRESIDENT. Without objection, the re olu
tions Viill be printed in the RECoRD. 

The resolutions are as follows: 
THE CLEVEJLA:ND CHA.MBER OF COM!\IERCE, 

Cleveland, Fe?;ruar·y 6, 1926. 
Hon. FRANK B. WILLIS, 

United States Senate, Washington, D. 0. 
DEAR SIR: The secretary has the honor of bringing to your attention 

the following action of this chamber : 
"Whereas it has come to the attention of the Cleveland Chamber of 

Commerce that creators of revocable trusts have been subjected to a 
hardship in the administration of the income tax laws for the years 
1919 to 1923, inclusive, occasioned by the voluntary reversal of the 
policy of the Treasury Department as to the taxation of the income of 
such trusts ; and . 

" Whereas persons who have created such trusts, of whom there are 
many in the vicinity of the city of Cleveland, have in efl'ect been pe
nalized for relying upon the rulings and regulations of the Treasury 
Department that were in force prior to such voluntary reversal thereof; 
and 

" Whereas Senator FRANK B. WILLIS, of Ohio, has indicated his 
Intention to introduce in the Senate of the United States an amend
ment to the revenue blll now pending before Congress, which amend
ment will correct by retroactive enactment the Injustice that bas been 
done as aforesaid ; a~d . . 

" Whereas the purpose of said amendment is to enact and make the 
law for such prior years as it was considered to be by the Treasury 
Department and by Congress when revenue acts pl1or to the revenue 
act of 1924 were passed: Now therefore be it 

"Resolved, That the Cleveland Chamber of Commerce, upon the rec
ommendation of its committee on taxation, go on record as favoring 
said amendment as being a means of affording justice to taxpayers 
who will otherwise be subjected to a penalty for relying upon the rulings 
and regulations of the Treasury Department." 

Very truly yours, 

Mu~SON HAVENS, Secretary. 

Mr. SMOOT. Mr. President, I desire now that the Senata 
shall resume consideration of the amendment making tax re
turns public records, the amend~ent being found on page 113. 

The VICE PRESIDENT. The Clerk will state the amend
ment of the committee and the pending amendment to the 
amendment. 

The CHIEF CLERK. The committee proposes, under the 
subhead " Returns to be public records," on page 113, line 
2 before the word " shall," to strike out "but they " and 
u;sert "but, except as hereinafter provided in this section and 
section 1203, they," so as to read: 

SEc. 257. (a) Returns upon which the tax has been determined 
by the commissioner shall constitute public records; but, except as 
hereinafter provided in this section and section 1203, they shall be 
open to Inspection only upon order of the President and under rules 
and regulations prescribed by the Secretary and approved by the 
President. 

The Senator from Nebraska [Mr. NoRRIS] moves to amend 
the amendment of the committee on page 113, line 1, by strik
ing out all after the word " records ' down to and including 
the word " President" in line 5, and in lieu thereof to insert: 
" and shall be open to examination and inspection as other 
ImbUe records under the same ·rules and regulations as may 

I 
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govern the examination of public docume-nts generally," so as 
to read: 

Returns upon which the tax has been determined by the commis
sioner shall constitute public records, and shall be open to examina
tion and ~ion as other public records under the same rules and 
regulations as ma;y govern the examination of public doeuments 
genemlly. 

:Mr. NORRIS. Mr. Pre 'ident, I desire briefly to explain the 
pending amendment. Many Senators have asked me whether 
the adoption of the amendment would mean that offi.cialg of 
the Government would be required to publish income-tax re
turns. There is no such thing contemplated in the amendment. 
It is true that under the existing law it is the duty of the 
revenue officials to publish the names of the taxpayers to
gether with the amounts of taxes which they pay. That pro
vision of law is repealed by the bill as it passed the Hou ·e 
and no attempt has been made by the Finance Committee of 
the Senate to restore the provision. The amendment now 
pending, known ordinarily as the publicity amendment, does 
not restore that provision of law. 

The amendment upon which we are to vote when we reach 
a vote Qn the pending question is identical word for word 
with an amendment which I offered when we had the prior 
revenue bill before the Senate. It is in the exact language 
in which the amendment passed the Senate by a vote of 48 
yeas and 27 nays. It simply provides that the income-tax 
returns are public documents and that they are subject to the 
right of anybody to examine them under the same conditions 
as any other public document. 

If this amendment I ha\e offered shall be agreed to, it will 
put the bill, so far as this part of it is concerned, word for 
word, in exactly the same condition in which the last tax bill 
was when it passed the Senate. If the amendment shall be 
agreed to, the bill will then read as follows : 

SEc. 257. (a) Returns upon which the tax has been determined by 
the commissioner shall constitute public recorda and shall be open to 
examination and inspection as other public records under the same 
rules and regulations as may govern the examination of public docu
ments generally. 

Mr. COPELAND. Mt·. President, will the Senator yield to 
me? 

l\!r. NORRIS. I yield to the Senator from New York. 
Mr. COPELAND. Will the Senator from Nebraska make 

clear to the Senate how it was, then, that the Treasury Depart
ment gave out these records? 

Mr. NORRIS. I will make that perfectly clear right now. 
Mr. COPELAND. I think it is very necessary that that 

shm:Ild be understood. 
Mr. NORRIS. When the last tax bill pas!:!ed the Senate it 

had in it ju t the provision which I have re3.d. The bill went 
to conference, and the conferees struck the provision out and 
put in lieu the existing law, which provides, as I have stated, 
that the names of the taxpayers shall be published together 
with the amount of tax which they pay. 'l'hat was not in the 
bill as it passed the Senate. The present provision of the law 
was a compromise, which was agreed to in the conference <'Om
mittee. 

Mr. HARRISON. Mr. President--
1\Ir. NORRIS. I yield to the Senator from Mississippi. 
Mr. HARRISON. The proyision with reference to the publi

cation of names and the amount of tax paid was optional, 
was it not? It was not mandatory upon the department to 
publish that information? 

Mr. NORRIS. I think it was mandatory on the Treasury 
Department to furnish the information, but the department did 
not have to publish it. 

Mr. HARRISON. It is my impression that it was optional; 
it was given out by the Secretary of the Treasury on the eve 
of an election. 

1\lr. NORRIS. Yes; but no newspaper was compelled to 
publish it unless it wished to do so. I do not mean to say that 
publication was imperative, of course. 

Mr. COPELAND and Mr. REED of Pennsylvania addressed 
the Chair. 

Mr. NORRIS. I yield first to the Senator from New York. 
Mr. COPELAND. As I understand the Senator from Ne

braska, this feature was not' in the bill when it left the 
Senate? 

Mr. NORRIS. It was not. 
Mr. COPELAND. And it was not in the bill when the bill 

left the House of Representatives? 
Mr. NORRIS. It 'vas not. 
Mr. COPELAND. But it was embodied in the bill by the 

conferees? 

Mr. NORRIS. Exactly; that Is cm:rect. 
Mr. COPELAND. As I understand, the Senator from Ne

braska is now seeking an amendment which will mRke these 
records public records uut will keep from the bill any su<'b 
outrageous use of the material as was perpetrated up<:::. ")ae 
country by the Trea ury Department? 

Mr. NORRIS. Yes; that is correct. 
Mr. REED of Pennsylvania. Mr. President, will the Senator 

from Nebraska yield to me? 
Mr. NORRIS. I now yield to the Senator from Pennsylvania. 
Mr. REED of Pennsylvania. If the Senator from Nebraska 

will look at the bottom of page 230 of the comparative print, 
I should like to ask whether he does not consider that clause 
(b) of section 257 of the r evenue act of 19?..4 made it obligatory 
upon the part of the Commissioner of Internal Revenue to pre
pare for public inspection each year in the office of the collector 
of each internal revenue district a list containing the name, 
address, and amount of income tax paid by each ta>..rpayer? 

Mr. "NORRIS. Yes, sir; I think that is so. 
Mr. REED of Penn ylvania. So that there was nothing op

tional on the part of the Commissioner of Internal Revenue 
about making public that list? 

Mr. NORRIS. No; I do not think there was anything op
tional on the part of the Go\ernment officials, but it was per
fectly optional on the pllrt of any newspaper whether or not 
it would publish the information. 

Mr. REED of Pennsylvania. Yes; but the suggestion of the 
Senator from .Mississippi [Mr. HARRISON], as I understood it, 
was that the Treasury Department had exercised some option 
and had \Oluntarily made these lists public. The Senator from 
Nebraska does not mean to imply that that did happen? 

Mr. NORRIS. I do not. 
Mr. HARRISON. I think that my question implied that the 

law probably was susceptible of that construction, but on now 
reading I wish to state that I was. in error. There was no op
tional featme to it; it was mandatory. 

.1\Ir. DILL. Mr. President--
1\lr. NORRIS. I yield to the Senator from 'Vashington. 
Mr. DILL. Did it ever occur to the Senator that this pro

vision, which is now a part of the law of 1924, was writt.en 
for the very purpose of making publicity unpopular? In other 
words, as the bill pa sed the House of Representati\es thera 
was no pronsion on the subject; the Senate adopted a pro
nsion mah.'ing income-tax returns public records, but the con
ferees wrote a new proT"ision which invited all the newspaper(!. 
of the country to publish this information. That tH>ing the 
case, the new".papers did publish it, and gave an opportunity to 
build up the opposition tu it. 

l\Ir. NORRif:). Of course, I can not say what was in the 
minds of the conferees. I have not criticized and I do not now 
care to make any criticism as to the matter. The result, how
ever is perfectly clear. There is not any doubt about what the 
law is; there is not any doubt about how it came to pas . The 
fact'5 ha\e been briefly stated to me. Per ·onally I do not care to 
go any further into that discussion. 

Mr. SMOOT. 1\lr. President--
Mr. NORRIS. I yield to the Senator from Utah. 
Mr. SMOOT. I was one of the conferee on the bill which 

became a law in 192-:1:, and I will assure the Senator from 
·washington that there was no such intention. It wa · not inti
mated by any member of the conference committee, and I 
ne...-er heard such a uggestion until the present moment. 

Mr. DILL. Mr. President, will the Senator from Nebraska 
yield to me? 

Mr. NORRIS. Yes. 
Mr. DILL. Whether what I have suggested was in the 

minus of the conferees or not, the fact remains that no provi
sion could ha...-e been written in reference to the publicity of 
income-tax returns that would have served to make it as un
popular as it bas been as the result of this provision. I call 
attention to the fact that in no 'other law do we provide for 
lists and then invite the newspapers to publish the taxes from 
$1 up to $1,000,000 paid on incomes. 

Mr. COPEL.ll\'"D. Mr. President--
1\Ir. NORRIS. I yield again to the Senator from New York. 
Mr. COPELAND. I want to haYe it made clear, l\Ir. Presi-

dent. how it is that this paragraph, which was just referred to 
by the Senator from Pennsylvania, got in the law. 

Mr. NORRIS. It was put in by action of tbe eonfe1·ence 
committee. The conference committee put that in in lieu of the 
provision which the Senate had adopted, and whieh I am 
seeking again to haT"e incorporated in the pending bill. 

Mr. COPELA~"'D. Let us make that certain by other evi
dence. Kot that I~do'Qbt the Senator at all, but I want the 
Se>nate to know po~itively and definitely and certaiuly that 
that is the way it got into the bill. 

• 
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I shorucl like to ask the Senator from Utah [Mr. SMOOT] 

was the provision just referred to by the junior Senator from 
Pennsylvania in the bill as it passed the House or the Senate? 

Mr. NORRIS. I can answer that question. I have just 
·said that it was not in the bill as it was passed by the House 
or as it passed the Senate, but was added in conference. 

Mr. SIMMONS. Although not in identical terms, I think it 
i1 substantially the same as the provision adopted by the 
Senate. 

Mr. SMOOT. I will endeavor to get copies of the bills. 
Ur. COPELAND. It will be brought out, then, later in the 

morning from the record what did happen, but I think the Sen
ator f1·om Nebraska is right. That is the way I remember it, 
but I think we should know certainly about it. 

Mr. Sl\IOOT. I have sent for a copy of the bills. 
Mr. NORRIS. If we had the bill here, I think it would show 

what I have stated to be the fact. 
I de ired to make clear and bring out without any question 

of doubt so as to satisfy Senators just what the proposed 
amendment now pending wiU do. The law as it now stands was 
not proposed either in the House bill at that time or the Senate 
bill ; it is not proposed by this amendment, and can not get 
into this bill unless the conferees should put it in again as a 
compromise. I hope they will not do so. If the Senator from 
New York will refer to the REcoRD he will find that when the 
conference report came back to the Senate I addressed the 
Senate in opposition to the approval of the conference report. 
I did so mainly on the ground that the amendment which they 
had put in as a compromise in lieu of what the Senate had 
inserted was of no importance at best; it was only a sop. I 
doubted the wisdom of it and thought then it would be just as 
well to leave the returns secret as to adopt the provision agreed 
to by the conferees. So I voted against the conference report 
mainly on that ground. Of course, I realized then that it was 
an impossibility to defeat the conference report, because every
body was anxious to get a way : everybody was anxious that 
the tax bill should be voted on, as will be the case when the 
conference report comes back on the pending bill with a com
promise in it. That is true of every conference report, as a 
rule, and it is particularly true when we are nearing the end of 
a ses ion and Senators want to get away. 

The point I want to make clear is that the adoption of this 
an1endment will not require the Government to do anything 
with these returns that is not done with every other public 
document. Tax return~ are on all fours with all other public 
documents, and we should not allow rules or regulations that 
will make these public documents any different as to their ex
amination from other public documents. Anybody can examine 
a public document under reasonable rules and regulations, and 
tax returns should be subject to examination in the same way. 

Mr. SIMMON~. Mr. President, may I interrupt the Senator? 
.Mr. NORRIS. I yield to the Senator from North Carolina. 
Mr. SIMMONS. The Senator does not deny the fact that if 

his amendment shall be adopted all income-tax returns, includ
ing, of course, the complete statements with respect to all of 
his business transactions during the year, will be open to the 
newspapers for in pection and publication, if they so desire. 

:Mr. NORRIS. They will he open, and the information will 
be available to the extent that the tax rettuns show it. They 
will be open to the same extent that the returns which the 
Senator from New York makes in the city of New York to the 
local assessor and on file there are open to every citizen who 
wants to examine them. They will be open to the same extent 
and only to the same extent, that a tax return made by th~ 
Senator from North Carolina ln his home town is open to 
inspection there ; there will be no difference. 

l\Ir. SIMMONS. All I meant to ask the Senator was whether 
they would not be open not only to any taxpayer in the ~un
try, whether or not he was directly or indirectly interested in 
a particular return, but .whether they would not be open like
wise to every newspaper and to every attorney who might want 
to find out about the return of a particular taxpayer. 

Mr. NORRIS. Yes; certainly they would. 
Mr. Sll\11\IONS. And the record that would be so opened 

contains the minute history of the taxpayer's business and 
operations for the year in which the return is made. 

:\fr. ?\ORRIS. To the extent that the law requires him to 
return such a history in his tax return that is true. In other 
words, it is just the same as the case of a man out on the 
farm who bas 12 horses, 13 cows, 40 acres of wheat, 50 acres 
of corn, 27 bogs, 450 bushels of oats, which he returns to the 
as essor. He may also have five watches; be may have a ilia4 

:rllond ring, though, if be be a farmer such a ring would be 
one that had descended to hlm from somebody else. He makes 
a return of all his property to the local assessor. It is all there 
on file. I can go and examine it if I want to do so. So can 

anyone else. Any newspaper in the town can look at it, and 
say, "S_am Jones, a farmer, returned 15 horses. 'Ve have been 
out and counted them, and he bas 22." There is usually a 
provision-! think it is true practically without exception~ 
that anyone who thinks the taxpayer bas made an improper 
return . can make complaint, and there are proper officials to 
hear it and take the matter up and go into it and see whether 
or not the taxpayer has or has not made a proper return. So, 
1f he has been assessed too high, or thinks be bas been as
sessed too high, be bas the right to go and have the matter ad
judicated. There is not any such provision in the Federal tax 
laws. So that publicity in this case will, perhaps, not go as 
far ultimately as local tax publicity goes. 

If the Senator means to imply that that would not be fair, 
then there is not a tax return anywhere in the United States 
that is fair. This is nothing new. It involves no new prin
ciple. It simply makes a public document of what even the 
committee say ought to be a public document; but they sur
round it with a provision that nobody can look at it, even if 
it is a public document, unless the President permits it to be 
done. 

Mr. SIMMONS. Mr. President-
Mr. NORRIS. I yield to the Senator. 
:Mr. SIMMONS. The Senator, of course, wants the facts of 

these matters brought out. 
Mr. NORRIS. Certainly; and I am not objecting to inter

ruptions, I wiU say to the .Senator. 
Mr. SIMMONS. The number of horses and mules and other 

items of visible personal property that a taxpayer owns and 
the amount of land that a taxpayer owns are matters that 
every man's neighbors know. They know that he owns that 
land and those horses and mules, and so on. 

1\Ir. NORRIS. And it does not hurt him any, either; does it? 
:Mr. SIMMONS. But he is not required by any law of the 

States, so far as I know, to make a lflinute statement of all 
of his business transactions involving profits, losses, interest 
paid, debts due, and all that sort of thing, as in the other case. 
I think the cases are not quite analogous; and if the Senator 
will reflect upon the character of the returns that are made 
public in the States, I think he will see the difference. 

In my State-I do not know bow it may be in other States
lands are not valued by the taxpayer. They are valued by 
a committee representing the community. Personal property 
in the first instance is valued by him, but before it is entered 
upon the tax lists it is subject to review by a board. So that 
there is absolutely no objection on the part of anybody, so 
far as I know, to making public a thing which is already public. 

Mr. COUZENS. Mr. President, will the Senator yield to me? 
Mr. NORRIS. Just let me answer that first. 
1\Ir. SIMMONS. I will say frankly to the Senator that while 

we have an income tax law in my State and we ha-ve an in
heritance tax law in my State, I am not now advised whether 
the returns under those laws are made public or not. I will 
try to find out. 

Mr. NORRIS. Yr. President, I think what the Senator has 
said is an additional arg'U.1llent why these income-tax returns 
should be made public documents and subject to inspection. 
The Senator ays it does not hUI't the farmer any when he has 
to return the number of bor es he owns, because his neighbors 
know bow many horses he has, and be can not make a mis
statement without being caught. Suppose it were secret; sup
pose the law provided that this tax return should nqt be ills
closed and that it was a public document that could not be 
examined unless the President gave permission to have the 
examination made. Would the Senator expect the man with 
10 horses to make as careful a return as he would if it were 
public? 

It is true, nevertheless, that the ordinary tax collector or 
assessor in most of the States, perhaps all of them, requires 
the taxpayer to tell about the bonds that be owns, the mort
gages that be owns. It does not require him to tell how much 
be has made on them. That is public. John Jones shows that 
he has so many bonds, so many notes, so many Government 
bonds, so many State bonds. His neighbors may know that, 
or his neighbors may not know it. They may know that he 
is in the loaning business and loaning money, and necessarily 
that he has a great many notes. When he makes his return 
to the local assessor he tells the amount. When he makes 
his Federal return be tells the profit be bas made. Does that 
hurt him any more than disclosing the amount? 

You know, in a general way, if you can figure interest, 
about what a man makes if you know how many notes he has. 
A bank must make a return, not only to the assessor but to 
the Federal Government, of its loans. It shows what it makes. 
It shows bow many bonds it has, the kind of bonds, bow much 
cash it has, and the dividends that it has paid. Does that 



3486 CONGRESSIONAL RECORD-SEN ATE FEBRUARY 8 
hurt the bank? There was a fight against that when we business .ought to be transacted in the eyes of the public. It 
enacted the national bank act, but nobody would change it goes without saying that if the returns to the local tax as
now. The real bank that is prosperous makes statements sessor were going to be forever secret, men would take ad
even when not required by law, in order that the public may -vantage of that secrecy and would have their returns; d1:-:
know the kind of business that it is doing. ho~est. men would make erroneous returns and thu~ csrnpe 

In the case of a merchant who has a store, he reports to their JUSt share of taxation, while the honest man, return
the local assessor the value of his stock. He reports the kind ing all his property fairly and squarely, would have his bur
of stock, but he does not have to tell in his return how much dens of taxation increased to the extent that the dishonest 
money he made out of it. "\"fhen the merchant makes a return man avoided taxation. 
to the Federal assessor, because the Federal Government The very fact that we have publicity, standing all alone, 
assesses on his profits, he shows what his profits are. There is will bring honesty in returns, because the dishonest man 
not any new principle involved. There is not anything new knowing that his return is going to ue subjected to sc·rutiny' 
about it It is as old as government. No one would stand for to public gaze, to public examination if anyone wants t~ 
a moment for secrecy in the tax returns that are made to examine it, will hesitate uefore he makes a dLhonest return 
our local assessors. Nobody has been hurt by it unless the and covers up his property or his gains or his los es. 
man is engaged in a dishonorable, dishonest busine s, and pub- I yield now to the Senator from Georgia. 
licity might injure him. Mr. HARRIS. Mr. President, objection has been made to 

l\1r. GEORGE. Mr. President-- publicity on the ground that the public should not know what 
The VICE PRESIDENT. Does the Senator from :Nebraska profits men of wealth are making or losing in their bu iness 

yield to the Senator from Georgia? transactions. There is one thing that the Senator from Ne-
Mr. NORRIS. I do. braska has not brought out in this discu .. Jon that I should like 
Mr. GEORGE. I should like to ask the Senator two or to remind him of. 

three questions, because I am interested in this phase of the A merchant large ot' small starts a b 1 i !':S a d h 
tax act and voted 1n 19~4 for the amendment, ~hich I think competitor ac1~0 ·s the street, ~r two men tu;1efa~sn anda~r: 
was . su?st!lntially the same as the one that Is now under neighbors ; one of them is not successful, and has to place a 
couside~atwn. mortgage on his stock of goods or property or farm which is 

Mr. NORRIS. Identically the same. recorded in the county clerk's office If h . ' f l d 
1\fr .. GEORGE. I s~ould like, however, to call the Senator's buys the property with a mortgage 0~ it, bee P:Y=~~e:~a~ ~~~t-

attention. to thi fact· . " . . gage and this is canceled in the clerk of the court's office. 
\Vhen It comes to re~urn:s of tangi~le pro~erty, either real, All such transactions are made public, because it is placed on 

ptersoakn~.l, orthmixed, tthere canbl~e no sdertlhous ObJectlbon, of coursed,. record; all town, county, and State tax records are public. 
o .m ~g ose re urns pu lC! .an ere may e some g_~o ~ot only th.at, but the financial standing of all persons engaged 

accomplished by it. I may ?esue to know whether my neloh- m mercantile manufacturing or other bu iness in the United 
bor, who owns exactly the ~ame kind of property that I own, I States are public as mortgages lab . • 1· d f th 
i · at the rate that I am required to pa · d 't · ' • orers lens, an so or , s papng . · Y ' a~ I lS are shown on court records. Bradstreet and Dun and other 
conceivable that some good rna! result fr~m C?mparmg the mercantile agencies make public their financial standing of 
values placed upon actual property. I submit this case to the all such persons. Wh sh ld f lth b II d t 
Senator however: . . Y ou men o wea e a owe o 

' rr d 1 have their rncome-tax returns kept secret. I can not see why 
Two men may be cngaoe n the same kind of business. there should b thi d' · in t' I th' k t t f 

They may be located on opposite sides of the same street. e s Iscnm a Ion.. . m ax re urns o 
They may start out with the same amount of capital; but those the Government should b~ made pubhc JUSt the same as State, 
!acts do not tell whether one is" making money or whether county, and town taxes are made.,. public. . . 
he is losing money. The fact that my neighbor has made an !"fr. NORRIS. I thank the S~::nator for his ob. ervation. I 
income would be of slight benefit to me, or a slight indica- thmk that is applicable. . . 
tion of what my income tax should be upon my business. I bell~ve the ~enator f1·om Michigan wanted to mterrupt 

In ether words, I am trying to point out the difference be- me. I yield to h1m now. . . 
tween a return of real £>state or of personal property, tangible Mr. SMOOT. Mr. ~res1dent, will the Senator yield to me? 
property having an actual value, when the effort is to find Mr. NORRIS. I yield first to the Senator from Michigan. 
the actual value of the property, and the inherent impossibility Mr. OOUZENS. Mr. President, I just wanted to say this 
of knowin ... whether a man has made money on a given invest- in response to the question of the Senator from Georgia, with 
ment. o respect to the difference between filing with a local assessor 

l\:lr. NORRIS. Mr. President, to my mind 1t is not injurious a statement of assets, personal or otherwise, and the matter 
to the man to let the public know the amount of money that he brought up of filing with the Federal Government or with 
he is making any more than it would be injurious to me if any State, so far as that is concerned, a statement reporting 
I wer"e in th~ loaning business, to have to tell the people how income and earnings. 
much money I had loaned out, or any more than it is injurious One of the outstanding arguments against publicity-or 
to a bank to have to tell the public what dividends it has de- accessibllity, as I prefer to call it-of these public records 
clared, if any, during the preceding year. I can not see that is, as the Senator from Georgia has said, that a man's com
it would be any injury to the person. I can not see that he is petitors may find out what he is doing. That is the outstand
going to be interfered with in any way, unless he is trying to ing argument from business institutions throughout the coun
coycr up something. try. I submit that anyone who has had any experience with 

Mr. G~ORGE. Mr. President, I was not asking the ques- banking, as many of the Senators here haye had, or with big 
tion to indicate whether he was going to be hurt or not. I business, knows full well that by subscribing to Dun or Brad
am directing my que~tion to the Senator now for the purpose street, or any other credit agency, he can find out the most 
of trying to elicit from him how anybody is going to be intimate details of his competitor's financial standing. 
benefited by the publicity of his return. Mr. REED of Pennsylvania. 1\Ir. President, will the Sena-

Mr. NORRIS. I am going to try to show that as I proceed. tor permit a question on that point? 
l\fr. GEORGE. Of course, if nobody is going to be bene- Mr. COUZENS. Yes, Senator. 

fited, the Senator would not insist upon the amcn ... lment. Mr. REED of Pennsylvania. Most of the reports made by 
Mr. NORRIS. No; if no benefit is going to come from it, I Dun and Bradstreet's that I have seep gave a man's balance 

do not care anything about it. I concede that. sheet. They showed what property he had, and what debUI 
M.r. GEORGE. I apprehend that that is true. stood against him; but they did not show hi. annual earnings 
Mr. NORRIS. .l\1r. Pre5iilent, I do not care at this time or his annual deficit. If they did . they would run a lot of 

to be divei'ted on that point, because I am going to spend people out of busine s -very quickly. 
some time on it in the argument I shall make. Mr. COUZENS. The Senator does not wait until I com-

1\lr. HARRIS. 1\Ir. President-- plete my statement. The statement from Dun and Brad-
The VICE PRESIDENT. Does the Senator from Nebraska street's, it is true, shows a balance sheet, but you can get 

yield to the Senator from Georgia? appended thereto " Remarks," by special request, showing the 
1\Ir. NORRIS. In just a moment. amount of profits, the amount of dividends a man has paid, 
I want to say now, briefly, that publicity ln public affairs and the general condition of the busines.'. Not only that, but 

always benefits the public. I see the Senator shaking his bankers interchange that information. 
head. The contrary thing is likewise true. Secrecy in Gov- 1\Ir. REED of Pennsylvania. They do if the taxpayer is 
ernment affairs always injures the Government and the stand- willing to have it given out; but has not the Senator seen 
ing of the Goverment with the people, and always, if persisted many a return in which the taxpayer had declined to answer 
in and carried on, brings inefficiency and ultimately corrup- that question, but had replied that he was solvent and that 
tion. The history of civilization demo~strate~ that the public his earnings were nobody's business1 
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M.:r. COUZE:XS. That ts entirely true; but I want to say 

that if I have a competitor and am doing business with a bank 
other than the bank with which the particular competing 
·corporation or individual is doing business, I can go to my 
banker and find out substantially everything that I want to 
find out about my competitor's business. It is true that it is 
given to me in confidence, but I might by those means ascer
tain almost any intimate detail of any individual or corpora
tion in business that I desired to know. 

Mr . .J. .,.ORRIS. In much more detail than you can get it 
from his tax return to the Government. 

l\1r. COUZENS. Yes. For instance, I have here samples 
of reports filed by corporations and individuals which indicate 
what I mean. .I submit that it would take more than a 
Philadelphia lawyer-it would probably take a Pittsburgh 
lawyer-to analyze these and obtain from them any specific 
information one desires to know. It would take clays and days 
to go through them and get the information one desired, as 
is shown by the fact that auditors in the Bureau of Internal 
Revenue, who are trained in such matters, spend days upon 
auditing these 1:eturns. 

Mr. GEORGE. l\1r. President--
The VICE PRESIDENT. Does the Senator from Nebraska 

yield to the Sen a tor from Georgia ? 
~Ir. NORRIS. I yield. 
Mr. GEORGE. When one calls on Dun's or Bradstreet's or 

any other commercial agency, be enters into a confidential 
1·elationship with them. That i a matter of business, and I 
apprehend that neither Dun's nor Bradstreet's nor any other 
respectable agency would give out information merely for the 
purpo ·e of harassing men in business would furnish a com
petitor information merely for that purpose. That is a matter 
of business; it is a matter of confidence. The reports are 
confidential. That stands on altogether a different footing 
from a proposal to make the income-tax returns public. I am 
not discussing whether it hurts the income-tax payer, but I 
am asking what possible good can come from publicity of a 
man's income-tax return. 

If I own real estate and my .neighbor owns exactly the same 
kind of real estate, the taxing authority may be benefited by u 
comparison of the amount of taxes paid by my neighbor and 

- myself, but one man may have a given amount of capital 
engaged in identically the same business followed by another, 
and he may make a success and pay an income tax, where 
the other man may make a complete failure, and there is 
absolutely nothing to be gained by a comparison of the income 
and earnings of the one man with those of the other. 

Mr. NORRIS. Does not the Senator believe that the dis
honest taxpayer will take advantage of the fact that his 
return ls going to be secret, and will not make the same 
kind of a return that he would make if be knew it was going 
to be open to public inspection? . 

Mr. GEORGE. If be is dishonest, he will continue his dis
honesty, because there is nothing to be gained by a comparison 
of returns. 

Mr. NORRIS. He will not be induced to make an honest 
I'eturn or dishonest return because be is afraid of any com
parison. 

Mr. GEORGE. Mr. President-
Mr. NORRIS. I will ask the Senator to wait until I have 

finished this. The dishonest taxpayer will make a dishonest 
return in order to save money for himself. He will not return 
his gains ; he will not return his profits. He will conceal in 
devious ways what he ought to disclose, if he knows that no
body will have the right to examine his return. He runs the 
risk only of some official examining it, and be knows that it is 
a physical impossibility for the officials to examine all of the 
returns. 

Mr. WATSON. Mr. President, will the Senator yield? 
Mr. NORRIS. I wish Senators would let me proceed for a 

while. I will yield to everybody in due time if it takes all 
week, but not to everybody at once. 

The dishonest taxpayer is the man we want to get. We are 
trying to pass a law so that he will not be able to escape his 
just share of taxation. The honest man does not need such a 
law. Criminals are responsible for the enactment of prac
tically all criminal laws. The dishonest taxpayer will seek a 
loophole by which to escape, and whenever you let him out you 
increase the burden of the honest man. My contention is that 
the same principle applies to this that applies to any other 
governmental business. If publicity prevents corruption and 
dishonesty, then we ought to have it everywhere. If it does 
not, then there is no use having it anywhere. We might just 
~s well discharge these reporters of our proceedings and save 
that expense. We might as well clo'e those doors and keep 
the newspaper men and the public out from the deliberations 

of this body and say, ., We are going henceforth to do business 
in secret. Publicity does not do anybody any good. Whom 
will it help? " 

I might not be able to point out just where it would help. I 
-might have to admit that we could run along in secret and 
perhaps do better for a time than we would otherwise. But 
when I read the history of civilization, when I read about the 
rise and the fall of governments that have been born and have 
grown up and have died, I see that one of the greatest reasons 
why those governments have gone by the board and have failed 
is because of secrecy in public matters, because public officials 
have covered up their tracks. It enables dishonest men to 
take advantage, and although the machinery may be as pure 
as angels at the beginning, there has never yet been an excep
tion ; as time bas gone on and secrecy bas been permitted, 
eventually the government bas become corrupt. 

More than that, in a democracy, where the people are sup
posed to be familiar with the public business, to know how it 
is transacted, when it is done, and all about it, if it is covered 
up in secret methods everyone will naturally become suspicious, 
sometimes when there is no reason for suspicion, I admit. 
People will imagine that things are wrong often when no wrong 
e:Ai.sts. That is one of the evils of secrecy in public affairs. 

Mr. WILLIAMS. Mr. President--
The VICE PRESIDENT. Does the Senator from Nebraska 

yield to the Senator from Missouri? 
Mr. NORRIS. I yield. 
Mr. WILLIAMS. I would like to ask whether in the State 

of Nebraska there is a statutory system under which the citi
zens of Nebraska become tax ferrets against their neighbors? 

Mr. NORRIS. l\fr. President, I wonder whether the Senator 
is in earnest in that question? I wonder if he is in good faith 
when be asks whether we have a system in Nebraska that in
duces one neighbor to ferret out the secrets of another neigh
bor? I do not think we are any different from the people of 
Missouri. Missourians have to be "shown" oftener than we 
do, perhaps, but I presume our laws are about the same. 

l\1r. WILLIAMS. Mr. President--
Mr. NORRIS. I will get to the Senator's question. He must 

let me talk a little while I have the floor. I submit to his ques
tions, even though I do not think he is proceeding on very fair 
ground. 

I presume the laws of Nebraska are very much like the laws 
of l\Iissouri, under which the great Senator who is now asking 
the questions has been sent here. Under the law of Nebraska 
the return of the local assessor is a public document, subject 
to inspection by everybody who wants to go to his office and 
examine it. If his neighbor wants to examine it, he may do so. 
If a newspaper man wants to examine it, be may examine it. 
Anyone may examine the return. Our law also provides that 
if I think my neighbor is not assessed correctly, or that any 
other man in the county is not assessed properly, I can make 
a complaint before the board of equalization, the corporation 
or man against whom I make the complaint will be summoned 
before the board, and a trial will be had to see whether the 
assessment ought to be increased. 

The law provides also that if I have been wrongfully as
sessed. I can complain of my own assessment, and that matter 
will be taken up and heard. As far as I know, from the date 
Neb1·aska became a State down to now, there has never been 
a voice raised against that publicity. As far as I know, there 
has nerer been an attempt on the part of anyone, rich or poor, 
to have returns made secret, indicating that the taxpayers are 
afraid that their neighbors, through that law, might be turned 
into detectives prying into the business of somebody else. The 
curious one may do that, but the curiosity will disappear in 24 
hours and the right of examination will not be abused. 

Mr.' \VILLI.AMS. Mr. President, will the Senator yield 
further? 

Mr. NORRIS. I yield again to the Senator. . 
Mr. WILLIAMS. I meant exactly what I said to the Sena

tor in asking him whether they bad a system of tax ferrets in 
the State of Nebraska. 

Mr. NORRIS. '.rax what? 
l\Ir. WIJJLIAMS. Ferrets, f-e-r-r-e-t-s, meaning one who 

seeks out and pries into the business of others and gets a 
reward if be finds that a man wl10 has made a return has not 
made as full a return as he . may be able to prove be should 
have maue. In the State of Oklahoma I think they call them 
tax ferrets, and I ·think that the tax ·ferret in Oklahoma is 
given a reward if be can show that the State or the county 
should have received a higher tax than the one which would 
have been received had the return not been dishonestly made. 
I asked the que tion in good faith, to find whether the same 
system prevailed in the State of Nebraska. 
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:Mr. NORRIS. I will answer the question In the same good 

faith. If we have such a law, I am not aware of it; I never 
saw it; and I do not think we have such a law. I have never 
known anyone engaged in that business. 

Mr. WILLIMIS. It does not exist in the State of Missouri. 
In the State of Missouri we do not make returns to the local 
assessor for stocks in Missouri corporations; nor do we make 
returns for stocks in foreign corporations, if the foreign corpo
rations pay taxes in the States in which they do their business; 
nor do we make returns of property which is exempt from 
taxation, as Governmeut, State, or municipal bonds; nor do we 
make returns of notes held by the people of Missouri against 
people in Nebraska. So that the retu!'nS made by taxpayers in 
the State of Missouri of their gener_al personal property are 
not in the lea t informative. Again, the real estate is not 
returned by the owners in the State of Missouri, but is assessed 
by the assessor of the county, and of course his assessments are 
public. 

:Mr. NORRIS. That is the point; his assessments are public. 
1\Ir. "\YILLIA~IS. But it is of property, not income. 
.;\Ir. NORRIS. Of course it is property; and if a man has 

property that is covered up, whlch be carries in his pocket like 
a note, if he make an honest return, he will return it; and if 
his return is to be made public, he is afraid to conceal it, for 
fear somebody, even the man who owes the debt to him, might 
disclose the truth. 

l\1r. WILLIAMS. No; ~Ir. President, he will not return it, 
because the supreme court of our State has held that if a 
citizen of Missouri holds a note due from a citizen of Ne
braska that is not taxable in the State of Missouri. 

l\lr. NORRIS. That was not the c·ase I put at all. Now I 
yield to the Senator from Indiana. 

.Mr. \\' ATSON. The question I am about to ask is not th~ 
one I rose to ask a few minutes ago, but I will ask this one 
anyway. 

:Mr. NORRIS. Very "'"ell. 
Mr. \\'~.A.TSO.N. Has Nebraska a State income tax law? 
Mr. NORRIS. We do not have an income tax. 
Mr. W .A.TSON. The Senator said a while ago that publicity 

would lead to honesty? 
l\Ir. ~OH.RIS. Yes. 
Mr. WATSON. That the dishonest taxpayer would evade 

payment of his tax under the seal of secrecy? 
.Mr. NORRIS. Yes. 
l\Ir. W .A.TSON. If that is a fact, it should be disclosed by 

the last tax returns, should it not? The New York Times sent 
out a questionnaire to all collectors in the United States, and 
the universal response was that no greater collections had been 
made on account of publicity. 

1\fr. NORRIS. But that does not mean anything. The 
Senator does not contend that that amounts to anything? If 
I had stolen a hor e and some one sent a questionnaire to ask 
me if I was the thief of course, I would answer no. 

Mr. WATSON. The collector did not know about any stolen 
horse. 

l\Ir. NORRIS. No; the collector did not know about it. 
Mr. W .A.TSON. The Senator has said that p1)blicity would 

lead to the payment of greater taxes. 
Mr. NORRIS. Yes. 
l\Ir. W .AT SON. The collectors know whether or not greater 

taxes have been paid as a result of publicity, and they say 
there have not been. 

Mr. NORRIS. We have not had publicity. 
Mr. WATSON. What have we had? 
1\Ir. NORRIS. We have had secrecy. 
Mr. WATSON. Under the last law? 
Mr. NORRIS. Practically the only publicity that ever came 

out of the plan has been the investigation by the so-called 
Couzens committee, and I am going to discuss that before I 
get through. I think the di!?closures made by that committee 
ought to demonstrate to any fair-minded man that on account 
of secrecy we are losing hundreds of millions of dollars of 
taxes justly due the Government, and, on the other band. 
many men are paying unjust taxes because of the secrecy and 
their inability to find out whether they have paid too much or 
not. 

Mr. DILL. Mr. President--
The VICE PRESIDENT. Does the Senator from Nebraska 

yield to the Senator from Washington? 
M:r. NORRIS. I yield. 
Mr. DILL. .A. few tnoments ago there was a discussion as 

to what was contained in the 1924 bill as it came from the 
House at that time with regard to income-tax publicity. I 
want to read just what that provision of the 1924 act was as 
it came over to the Senate. Sub ection (b) of section 257 
then read as follows : 

The commission shall as soon as practicable In each yen.r cause to 
be prepared and made available to public inspection in such manner 
as he may determine, in the office of the collector in each internal 
revenue district and tn such other places as he may deter·mlne, lists 
containing the names and the post-office addresses of all individuals 
making income-tax returns in such districts. 

The provision of the conference report on the House section 
changed the wording, and lnste~d of " post-office addresses of 
all individuals" inserted the words "of each person," and 
then at the end, in lieu of the provision adopted by the 
Senate, which made those lists public records, the conferees 
added the words "together with the amount of income tax 
paid by such persons." 

In other words, the House provision was innocuous; it meant 
simply that under that provision each district would fmnisb a 
list of the taxpayers without any reference to how much tax 
they paid. The conference provision, instead of using the lan
guage of the Senate provision with reference to public record. , 
added the amount of tax paid, and to that extent invited the 
newspapers of the country to publish every income-tax return 
of $1.50 to $1,000,000, as I said a while ago. Nothing could 
have been done that would have been so effective in building 
up sentiment against the publicity of income-tax returns. We 
did not have publicity of income-tax returns at all; we had 
publicity of the amounts paid. 

Mr. COPELAND. M:r. Pre ident, will the Senator from Ne
braska yield? 

Mr. NORRIS. Certainly. 
Mr. COPELAND. The statement made by the Senator from 

Washington referred to the bill as it came from the House pro
viding that the lists containing the names and post-office ad
dresses should be supplied. Then in the Senate, on the motion 
of the Senator from Nebraska [Mr. NoRRIS), the House provi
sion was amended, and this language was added: 

And shall be open to examination and inspection as other public rec
ords, under the same rules and regulations as may govern the exam.inll· 
tion of public documents generally. 

That is what we heard discussed in the Senate. That is 
what we voted on. Then the bill went to conference, and out 
of conference came the language and the action which has 
brought clouds of criticism upon the Senate. In the conference 
the language was added, " The amount of income taxes paid by 
such taxpayer." It never was intended by the Senate, when 
we took action upon the bill, that we should have publication 
In the newspapers in the way it has been carried on since the 
adoption of the conference report and the enactment of the 
bill into law. 

Mr. DILL. It was not at least intended that the Govern
ment should use its own employees to furnish the lists to the 
newspapers. 

Mr. COPELAND. Certainly it was not. 
1\lr. 1\IcLEAN. But the Senator from New York will not 

contend that under the amendment proposed by the Senator 
from Nebraska any newspaper reporter can not come to Wash
ington and get not only the amount of tax but every detail and 
item and publish it? 

Mr. Sl\IOOT. He will not have to come to Washington; he 
can get it in every district in the country. 

Mr. COPEL.A.....~D. Of course I admit it. 
M:r. McLEfu.~. It does not seem to me it will be any less 

objectionable. 
Mr. COPELAND. But it never was intended by the Senate, 

and I do not believe that Senators ever understood that there 
was any such provision in the conference report as that the 
income-tax returns might be published in every newspaper in 
the country. 

Mr. SMOOT. The amendment to the amendment would per
mit that. That is exactly what will be permitted if we vote 
favorably on the amendment which the Senator from Nebraska 
now offers; that was voted into the 1924 act. 

Mr. COPELAND. The Senator from Kebraska had no idea, 
at least I did not have any idea, that those records should be 
spread all over the country in the outrageous way in which it 
has been done. All public records, of course, are open to the 
public. 

Mr. McLEAN. If the amendment is adopted that is offered 
now they can do the same thing. If the Senator votes for the 
amendment offered by the Senator from Nebraska, that is what 
he is voting may be done. 

Mr. COPELAND. I do not like to say this, but I am forced 
to say that I belie-ve the Treasru·y Department purposely did 
that to bring criticism upon this body. 

Mr. SMOOT. Oh, I do not believe that at all. 
Mr. McLEA...~. That is not the point. The objection raised 

by the Senator from New York is that the amendment which 
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was written into the law last year was exceedingly obnoxious 
because it permitted the newspapers to publish the amount of 
taxes paid. 

Mr. NORRIS. 1\Ir. President, I want to say a word on that 
subject. It did not give any real information. I think that is 
the only objection to it. If the Senator made his return and 
it showed on the face of it that he paid an income tax of 

1,000, that would not be any real information. There is noth
ing in that information to indicate whether he has covered up 
anything or whether he bas been dishonest or honest. In other 
words the information that was given could be used for the 
purpo~e of bringing about a misunderstanding on the P.art of 
the public becau e it did not give sufficient informatiOn to 
really tell anything. A man may be a very wealthy man and 
hi income may be very small. He may be perfectly honest 
and his return will show that he is perfectly honest and square. 
On the other hand be may not return nearly -all of his property, 
and if nobody e~er has an opportuni~ to find it out,, that 
situation will never be corrected. That 1s what I am trymg to 
cure by my amendment. . 

:M:r. :McLEAN. I am trying to compare the law as it is Wlth 
th€ amendment offered by the Senator from Nebraska. 

Mr. NORRIS. They can publish the whole return if they 
wan~, the same as if the Senator buys a piece of property 
from me and I give him a deed for it, every newspaper in 
the- United States can publish the deed in full if they want 
to do so. · .. · 

11 Mr. McLEAN. The representative of any inqms1tive ye ow 
journal can get not only--

:Mr. NORRIS. Oh, yes, or religious journal. It does no.t make 
any difference whether it is a yellow j?urnal or brown JOurnal 
or white journal, anybody can publish It. 

Mr McLEAN. It is not the same. 
Mr: NORRIS. Publicity is the cure for governmental evils. 
Mr. McLEAN. Will it be any less obnaxious? 
Mr. NORRIS. The yellow journal now can come al?ng ~nd 

say ".Mr. A has swindled the Government out of Its JUSt 
due's becau e his tax return is only so much." Everybody 
kno~s that he has made such a return, but we do not know 
whether it is true or not. We may raise a cloud of ~ou~t 
and suspicion all over the country that is absolutely unJusti
fied. If the truth were known, if publicity were given s.o that 
the truth could be known, there would not be that kind of 
thing. _ 

Mr. REED of Pennsylvania. Mr. President, will the Senator 
from Nebraska permit a question at that point? 

Mr. NORRIS. I yield. 
Mr. REED of Pennsylvania. Does the Senator from Ne

braska realize that there will be filed this year between 
6,500,000 and 7,000,000 tax returns; that publicity of. all of 
them is utterly impossible; that only a selected few which the 
yellow journals want to flaunt will be mentioned in_ the papers; 
but as to them every detail of the taxpayers' private affairs 
will be disclosed under the Senator's amendment, such as the 
amount of their contributions to charity, the amount of their 
losses, the amount and the manner of all their gains, the 
amount of their taxes paid, and every debt that goes bad? 
Every item that is their business and nobody else's business 
will be published as to a few _people, but the other 6,500,000 
will go on just as much in secrecy as they did before the 
act of 1924. 

Mr. NORRIS. No; they will not. The Senator speaks of 
publishing their contributions to charity, the money profits 
they have made, or the losses they have sustained. Most of 
the men who make large and numerous conh·ibutions to char
Ity themselves publish it. They are glad to publish it. 

Mr. WADSWORTH. Mr. President, will the Senator per
mit an interruption? 

Mr. NORRIS. In just a moment. Whether they do or not, 
does not the ma_n who bas millions or billions and is contribut
ing, we will say, in millions of dollars to charity, ow~ any duty 
to the Government of the United States? Is he gomg to say, 
" My business shall be secret? I will cover up whatever I 
please. The public be damned. I will give where I want to, 
but I will not contribute to my country." HM he no responsi
bility to the Government? Suppose it is an apnoyance to him? 
If he is a patriotic citizen, he knows and must know that 
publicity is the cure for most governmental e-vils and ills, and 
he will even submit to an annoyance because it is his patriotic 
duty. 

I now yield to the Senator from New York. 
1\Ir. WADSWORTH. Has it ever occUlTed to the Senator 

from Nebraska in relation to the matter of giving to charity 
that a very large number of people are rather hesitant at mak
ing public their gifts or contributions to charitable undertak
ings greatly from a sense of modesty? 

Mr. NORRIS. Yes; I think so. I agree with the Se-nator. 
I know men in this body who feel that way. In a very" small 
way, very, very small, only in pennies as compared to some 
with big contributions to charity, I have not made any return 
of my own contributions, and yet it would not burt me if every
body knew I had given $5 to the Presbyterian church of which 
my wife is a member or that I had contributed $100 to the 
Young Men's Christian As ociation of my home town. I have 
not been adve-rtising it. 

Mr. WADSWORTH. I have not said the Senator bad been. 
Mr. NORRIS. Even if it did affect my modesty a little, if it 

is my duty as a citizen to make public those contributions. I 
ought to do it. It would not hurt me to do it. 

Mr. WADSWORTH. Will the Senator state what govern
mental purpose would be accomplished if everybody who give-s 
to charity should publish the amount and the recipient of the 
charity? 

Mr. NORRIS. We can provide in the law, if the Senator 
wants to do so, that charitable donations shall not be published 
or shall not be made known in the returns, but immediately 
when we did it we would open the door to fraud. The very 
fact that we require such contributions to be made public is 
because men will make contributions under the guise of 
charity, when as a matter of fact they do it to escape taxation. 

Mr. COUZENS. Mr. President--
Mr. NORRIS. I yield to the Senator from Michigan. 
Mr. COUZENS. Does not the Senator know there is no re

quirement that anyone shall return his charitable gifts in his 
tax returns unless be desires credit for them on his income 
tax? 

Mr. WADS WORTH. Certainly; and for that matter there 
is no requirement under the law that the taxpayer shall deduct 
anything from his gross income. 

1\Ir. COUZENS. Certainly not. 
Mr. WADSWORTH. But the Government has established 

the policy, and I think a wise one, that where a man, whether 
he be rich or of merely moderate means, has given money or 
property to deserving undertakip.gs of a charitable or e-duca
tional nature, he should be encouraged to continue that policy, 
and we encourage him by allowing him the deduction which 
is authorized. Let us get it out of our minds that this is a 
practice indulged in by millionaires alone. There are \ery 
few of that class taken out of the 6,000,000, or the 2,000,000 
who are going to pay taxes under the present bill. Most of 
the money given in charity is given in $10 ~.~r $15 or $50 lots 
by people of very mode t means. Many of them are ashamed 
in a sense to confess publicly that they are not ablf' to give 
more. Their means are so modest; they have such difficulty in 
getting along anyway, and yet they are so desirous of helping 
others who are less fortunate than they that they give what 
they can. Now it is proposed to make those people either 
refrain from deducting such CQntributions f•·om their returns 
or else publish them, and if there be . one thing that the Gov
ernment could do to discourage the giving to charitable and 
educational institutions, it is compulsory publicity of that kind. 

Mr. NORRIS. Oh; Mr. President, compulsury publicity will 
bring about a whole lot of contributions that are not being 
made now. There will be many more who want the public to 
know what they contribute to charity than there are those who 
do not want to have it known. 

Mr. 1V ADSWORTH. With that conclusion I sharply dis
agree. 

1\Ir. NORRIS. It will not help anybody either way. 
Mr. WADS WORTH. I think the average man does not want 

his gifts to charity known. 
Mr. COUZENS and Mr. CARA W A.Y addressed the Chair. 
Mr. NORRIS. I yield first to the Senator from Michigan 

(Mr. CoUZENS]. 

:Mr. COUZENS. I think here are two members of the Finance 
Committee who are in violent disagreement. The Senator from 
New York [Mr. WADSWORTH] points out that' there will be an 
expose of all these small and minor gifts if this amendment 
shall be adopted, while the· Senator from Pennsylvania [Mr. 
REED] suggests that only the yellow press will pillory the rich 
whose tax returns shall be published. 

Mr. REED of Pennsylvania. Mr. President, the Senator from 
Michigan did not hear what I said. The Senator from Nebraska 
was talking about publicity. I told him my view as to the 
kind of publicity which would be obtained. The other kind 
of use that will be made of the opening of tax returns will not 
be publicity, but it will lead to an even greater abuse. I think 
the Senator did not hear me ·when I said that. The collector in 
my district says : 

This publicity clause bas done no good whatever, but, on the other 
hand, bas become a source of information used extensively by solicitors 
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for questionable transactions, collection agencies, mall-order concerns, 
bogus charities, and competit ors in business. 

That is not publicity, but it is a rank abuse of the acces i
bility to tax returns. I think the Senator from New York and 
I are in exact agreement. 

Mr. COUZENS. But the Senator talks about the old law, and 
the statement he read from the collector is ba ed on the eXI1e
riences of the 1924 act. 

l\1r. REED of Pennsylvania. Exactly; and the provision you 
are proposing to put in is ten times worse, because it shows the 
detail , while the present law only shows the single :figure as to 
tile tax paid. 

Mr. COUZENS. Yes; but a newspaper whicll wants to go 
into any details will haYe to make a request for the papers 
in the case of the individual whose return it wants, and then 
it has got to go through all of these volume of returns and :find 
out what it seeks. I say that is much more difficult than to do 
what they haYe been doing under the 1924 act. 

Mr. 'VADSWORTH. Mr. President, will the Senator from 
Nebraska yield to me for a moment? 

1\Ir. NORRIS. Yes. 
Mr. WADSWORTH. May I ask either Senator, or both, does 

either or do both of them doubt for one moment that once a 
proyision such as this is placed on the statute books informa
tion concerns will be organized which will adYertise that they 
will get any information as to tax returns at so much per? 

Mr. COUZENS. How about the income-tax returns in the 
Senator's State of New York? Are they open to inspection? 

Mr. WADSWORTH. Of course not. 
1\:Ir. COUZENS. They are not open? 
Mr. W ADSVrTORTH. No. 
Mr. COUZENS. I submit that 9.nyone there can make a 

record of them. I can be an employee of the Internal Rev
enue Bureau now and make a complete list of all returns, and 
I can leave the department, and ean then publish that list 
and sell it. 

1\Ir. WADSWORTH. Then, the Senator would be commit
ting a crime. 

Mr. COUZENS. Yes; if I got caught; but they are not 
getting caught, becau e nobody wants them to get caught. 

1\Ir. GEORGE. l\Ir. President, let me ask the Senator from 
Michigan if that is not what lle ha been complaining about 
iu pa1·t, and if he does not think that he will create a whole 
army of men here in Washington who will spread this in
formation broadcast over the country and encourRge litiga
tion between citizens? 

Mr. COUZENS. I think not, becau. e if the records are 
public you will not have to rely upon the specialists who 
baye inside information. 

Mr. NORRIS. Mr. Pre ident, if I may now, having the 
floor, be permitted to say a word, I should like to say, in 
reference to the suggestion made by the Senator from New 
York, that I pre ume the Senator from :New York voted for 
the conference report on the law that is now on the statute 
books? 

Ur. WADSWORTH. Yes. I did not like that feature of 
it, but I did not want to vote against the whole bill on that 
accotmt alone. 

Mr. NORRIS. I did not, either. I voted against it on 
account of this feature. I did not think it amounted to much. 
I think that is the answer to the letter which the Senator 
b·om Pennsylvania has read; it does not give sufficient in
formation to be of any value. I myself would just as lief 
it should be covered up entirely as to give information that 
would only be misleading ; that would often lead people to 
mistrust, when an honest recital of the truth would leave 
no ground for mistrust or suspicion. 

In reference to the idea that there is going to be an organi
zation formed to secure this information, let me say that a 
man would be foolish to pay to a corporation money in 
order to get something that he could get for himself. I do 
not care, however, whethe-r that will happen or not. although 
I think there is no danger of it occurring. I suppose now 
that in the States there are many more millions tax returns 
filed with the local assessors throughout the United States 
than there are Federal tax returns ; and I never heard of any
body advertising that a corporation had been formed so that 
they could show bow much property this man or that man 
had, because, as a matter of fact, that information is ab.·eady 
public and a man does not have to pay to get it. He can 
go to the local tax assessor and get it himself. In the be
ginning, there might be some curious people who would want in
formation as to tax returns. but it would last only for a 
few days, and it would not be any more common than it is 
now in the various county seats of the United States where 
people who have the curiosity can go and find out what 

p~operty is owned by this man or that man according to 
h1s return to the assessor. If a local return is made th a t 
on itc:; face is open to suspicion, that shows that it is erro
neous on its face, that may result in a complaint and a rec
tification of it and the payment of an additional tax and, 
perhaps, a penalty under . orne other law. 

Mr. W ADSWOR'l'H. lir. President, will the Senator yield 
for a que tion there for information? 

Mr. NORRIS. In just a moment I ·hall yield. IIere, how
ever, we have a proposition to make the r etums to the :E'ed
eral Governmen t public, putting them in the same category 
as the returns to the local assessors and making them public 
d~cuments. The benefit of such a provi ion, it seems to me, 
Will not come by reaAon of the complaints which may follow 
but will come from the care which dishonest men will exercis~ 
in making their returns, becam;e they will know that they 
wil!- be exposed if they make false return . If you put a 
policeman on the corner, the tore i not robbed; there is no 
robbery. It may be said, "Well, there has been no robbery, 
so what is tile u e of a policeman? " But if you take lhe 
policeman a way the store is robbed. 

Mr. W ADS"70RTH. Yes ; but, :;\Ir. President, we do not 
open the store wide up for strangers to walk through all 
night. 

Mr. NORRIS. But we do not cover it up with a shield of 
secrecy, either ; we do not cover it up with a blanket and not 
let anybody see it; it is public ; anyone can go there and ·ee 
the store. I am not talking about the busine ·s of the man inside; 
but anyone can look through the window; he can see that 
the proprietor is doing business and, perhaps, has a thriving 
business; but we do not cover the store up ; we do not put a 
guard about it and say, "You can not go within 40 feet of 
this store." Take the policeman away, however, and the tore 
is not safe. 

1\Ir. S:\IOOT. 1\lr. President--
1\Ir. NORRIS. I yield. 
Mr. S:\IOOT. I am in receipt of a letter from No. 246 

Sumner Street, Boston, 1\Ia. s., dated January 27, 1926, which 
reads as follows: 

DEAR Sra : The unusual opportunity to secure lists of people who 
have paid an income tax of $100 and over means that you can obtain 
from us excellent lists of pe<>ple with money. 

The States indicated below are those for which we have names com
pil<'d from income-tax records. 

W'on·t you check the terdtory which interests you and return this 
letter to me? 

California, District of Columbia, lllinois, Iowa, Kentucky, Maine, 
Maryland, Massachusetts, l\lichigan, Minnesota, Missotll'i, New York, 
Ohio, Oregon, Pennsylvanilf, Rhode Island, Texas, Washington. 

1\Ir. NORRIS. That corporation is headed for the rocks, 
for anyone with any intelligence will not contribute anything 
to it wllen he can g·et the information without paying anything, 
if that is what the concern proposes to do. 

Mr. S~IOOT. Oh, no. 
Mr. NORRIS. I do not know but that is a corporation or

ganized as a part of this propaganda that is going over the 
country; I do not know as to that; but certainly it will not 
be a profitable busines.s. 

Mr. SHIPSTEAD. 1\Ir. President, anyone can get the same 
information from Bradstreet, can he not? 

Ml'. NORRIS. Oh, yes. 
Mr. S:MOOT. Oh, no. 
Mr. WADSWORTH. Oh, no. 
Mr. NORRIS. The same information can be obtained, be

cause anyone can go into the tax assessor·s office and ask for 
it or look at the list if it is posted up on the wall. 

Mr. W .ADSWORTH. The Senator must realize tllat there 
are a good many people who can not afford to travel, and tllat 
it is easier to drop a letter to this concern and get the infor
mation for a 2-cent stamp plus a little commi sion. 

1\lr. NORRIS. Well, let them get it. 
Mr. WADSW"ORTH. That is tile purpose for whicb the con

cern is organized. 
1\Ir. COUZE1 ~s. There are 2-!8,000 taxpayers in the city of 

Detroit, according to my recollection, and one can go and get 
a list of those 2-1 ,000 taxpayers and the amount of taxes paid 
by them any time he likes. 

Mr. WADSWORTH. I , for instance, have not the time to do 
that. 

1\Ir. NORRIS. Do not do it, then. 
1\lr. WADS WORTH. I would hire somebody el~e to do i t 

for me if I cared enough about it. 
Mr. NORRIS. This proposed law does not compel one to do 

anything; no one is going to be requi red under tile law to uo it. 

• 
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You can close your ears, your eyes, and your mouth if you 
want to do it and be silent. There is not anything ln the pr(}
vi •ion to compel the Senator from New York or anybody else 
to go to all that trouble to find out this information. 

Mr. WADSWORTH. Of course, that is why a concern of 
that kind is being organized-to get the information for those 
who desire it. 

Mr. COUZENS. Why do they not do that in the city of Bos
ton or New York? Anyone can get a list of the taxpayers 
the~· e. 

Mr. W A.DSWORTH. I suppose they are a little more ambi
tious; they need to extend their operations over the country 
so as to get more money out of the "suckers." 

Mr. COUZENS. They can do it as well in the city of New 
York, where there are plenty of them. 

Mr. WADSWORTH. They probably will if you will give 
them time. 

Mr. COUZENS. They can make a list for the city of New 
York as to general taxes. 

Mr. WADSWORTH. I am not speaking about general taxes; 
I am speaking about returns which show how a man makes 
his living, about which so many people are curious. . 

Mr. COUZENS. I point out to the Senator that if any con
cern such as the one referred to wants to find out how many 
people in the city of New York pay taxes and how much they 
pay it can go to the records of the city of New York and get 
the arne kind of a list that it would make from the records of 
the Bmeau of Internal Revenue under the amendment of the 
Senator from Nebraska. 

Mr. NORRIS. Mr. President--
Mr. COUZENS. It can do the same thing in New York or 

ln Detroit. It can go to Detroit and take off the names of 
248,000 taxpayers, list them and the amount of taxes they 
pay, and make just as desh·able a list as it would be possible 
to make under the amendment from the records of the Bureau 
of Internal Revenue. 

Mr. NORRIS. Mr. President, with the amendment in the 
proposed law that is now pending the partnership, or individual, 
or corporation whose letter has been read here by the Senator 
from Utah will be required to show in their return-they will 
do that anyway-just how much they made and how many 
" suckers " they bled. 

l\lr. SMOOT. No. 
Mr. NORRIS. Yes; they will. 
Mr. WADSWORTH. After they have done it. 
Mr. NORRIS. They will not, of course, make a return 

before they have done anything. We must not expect an im
po sibility; but, after the return shall be filed, it will be public, 
and when it is public it will be disclosed that they have been 
in an unprofitable business. I dare say there will not be one 
such institution in any State that will make enough to put 
in any income-taY return. 

Mr. W A.DSWORTH. If the business is unprofitable, of 
course, no returns will be made. 

Mr. COUZENS. I differ with the Senator. They will make 
a return whether they make any profit or not. 

Mr. WADSWORTH. Well, they will pay no taxes then. 
l\Ir. NORRIS. Mr. President, there is no just or logical 

reason why income-tax returns should not be considered public 
documents and be subject to examination under the same rules 
and 1·egulations as all other public documents generally. No 
one has been able to point out a single instance where the 
publicity of such returns would bring about an injury, either 
to the public or to the taxpayer. 

Taxation is always burdensome. I would be glad if it were 
possible to relieve everybody from the payment of taxes, but 
taxation is one of the burdens of civilization. Recently this 
burden has been greatly increased by the enormous debt, which 
we contracted during the war. It is always d11licult to pro
vide for a fair and just system of taxation. To properly 
di -tribute its burdens is one of the greatest difficulties of 
honest legislation. It is sometimes impossible to tell in ad
vance, with any degree of accuracy, just exactly how any par
ticular ystem will work out; and in order to profit by legis
lative errors and mistakes that always creep into legislation 
no matter how carefully it is considered, it is absolutely neces
sary that the system, in all itB details and all its ramifica
tions, should be made public. 

PuBLICITY WILL INCREASE TllE REVE~UE 

That publicity of income-tax returns will increase the reve
nue deriYed from the law is conceded by all close students of 
the questions involved. The dishonest taxpayer, knowing that 
his return is going to be kept secret and that no one except a 
few employees in the Bureau of Internal Revenue will have 
auy opportunity to examine it, has eYery inducement in the 
world to cheat the Government out of taxes that he justly and 

honestly owes. The dishonest man does not hesitate to make 
a false return, and can only be kept in the honest class by 
fear of punishment; and if -he knows his tax return is going 
to be locked up in the secret vaults of the Treasury where 
no one can have access to it, and that, therefore, there is but 
little danger of his dishonesty being discovered, he will not 
hesitate to withhold important items of his income in order 
that the amount of taxes he is required to pay shall be lessened. 
To a great extent it is left with him entirely as to the 
amount of tax he shall pay. Secrecy to him means the saving 
of vast sums of money. To a great extent he is the judge 
and the jury trying his own case. To him secrecy of income
tax returns is a source of much unlawful profit, and affords 
him a haven of financial rest where eYen his questionable 
conscience may not be disturbed. · 

The amount of money that the Government loses on account 
of this secret provision of the law can not be definitely told. 
The only way to find out the definite amount of the loss 
would be to throw off the bond of secrecy and expose these 
millions of returns to public scrutiny. The loss, however, i 
conceded to be great. It will reach hundreds of millions every 
year, and during the time that we have had such a law upon 
the statute books there is no doubt whatever but that the 
Government of the United States has lost blllions of dollars 
to which it was honestly and legally entitled. 

On the other hand, the honest man makes a fair return 
and pays to the Government the tax which he honestly owes. 
Els bmdens, however, are increased to a Yery great extent 
by the loss which the Government sustains from the dishonest 
taxpayer. He must not only pay the tax that he justly owes 
but he must pay his proportionate share of the tax which his 
dishonest competitor neglects to pay. Such a law, therefore, 
discriminates against the honest man and in favor of the dis
honest man. It lays its heavy hand upon the patriotic man · 
who is willing to bear his share of the burdens of government 
and compels him to pay an additional tax properly owed by the 
dishonest taxpayer and which secrecy of income-tax returns 
permits him to avoid. 

One of the greatest sins of government is discrimination 
against any particular class of its citizens, and when that dis
crimination is against the honest citizen and in favor of the 
dishonest one it becomes not only a burden but a governmental 
crime. If the Government, by its own laws, holds out advan
tages in favor of dishonesty, levying its heaviest burdens upon 
those who are honest, how can .it expect always to have a 
patriotic citizenship ready to go to the relief of the country 
in times of stress? How can we expect permanently to retain 
patriotic, united citizenship, if, by our own laws, we discrim
inate in favor of dishonesty? 
PUBLICITY OF INCOME-TAX RETURNS NECESSARY FOR LEGISLATIVE PUR

POSES 

It is extremely difficult to draft a revenue measure. It will 
always be found that there are loopholes through which men 
and corporations avoid the payment of their just proportion 
of the tax. It is a matter of common knowledge that the very 
wealthy corporations employ the keenest of attorneys for the 
purpose of ascertaining means and methods by which they can 
avoid the payment of a large proportion of their taxes. 

No reYenue law has ever been passed that was free from 
defects by which many t.axpayers succeeded in depriving the 
Government of large amounts of honest revenue. It has al
ways been found necessary in subsequent Congresses to amend 
the law with a view of closing up the e loopholes and defects. 
In trying to remedy any such defects Congress is brought face 
to face with the fact that on account of the secrecy of income
tax returns it is unable to ascertain just what the defects are, 
and therefore is at a loss to know how to remedy the situation. 

Publicity of income-tax returns would at once remedy this 
situation. It would place before the legislative body the exact 
methods and manner by which the intent of the law had been 
avoided. The income-tax returns would themselves show just 
how the law had been ch·cumvented, and the remedy would be 
a comparatively easy matter. 

Since the adoption of the income-tax amendment to the Con
stitution we have passed various revenue measures. We have 
never yet succeeded · in enacting such a law that did not have 
many loopholes by which wealthy taxpayers were enabled to 
avoid the payment of then· just share of revenue. We haYe 
known all the time we were not getting the money we ought 
to get, and that in many ways the spirit of the law was being 
violated, but we have not known with any degree of accuracy 
just how all these violations have taken place. Congress as 
well as th·e country has been in the dark to a great extent, and 
they have been in the dark simply and solely because of the 
secrecy that has surrounded the whole transaction. 
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The remedy for it all Is publicity. When the method of 

avoiding existing law becomes known Congress can easily pass 
the necessary remedial legislation; but until publicity is had 
and these defects are known, Congress in trying to remedy the 
problem is simply groping in the dark and to a great extent 
guessing. 

Secre<!y deprives the honest man of a square deal. It in
creases the tax burdens of the honest man. It relieved the 
dishonest taxpayer from his just share of governmental bur
dens. It deprives the Government of hundreds of millions of 
dollars in revenue, and in addition to all this it surrounds 
Congress with a shroud of ignorance by which it is deprived 
of the knowledge necessary to pass remedial legislation. Pub
licity of income-tax returns will remedy it all. 

PUBLICITY OF TAX RETURXS ·WILL IXJURE NO HOXEST TAXPAYI:R 

It is impossible to conceiYe how any honest taxpayer would 
be injured !Jy publicity. E\ery State in the Union provides for 
a system of taxation through the assessment of property by 
the public assessor. ~'he returns of all the e assessors are 
public documents, subject to examination by the public gen
erally. No one has ever complained that this has brought any 
injury to any honest taXJJayer. No one has even proposed that 
the tax returns of the lo<.:al assessors should be locked up in 
secret. The merchant can go to the courthouse and get the 
tax returns of his competitor across the street. The farmer 
can ascertain without any difficulty all items of property listed 
by his neighbors. The return of the banker is likewise subject 
to public scrutiny, and no one has ever for a moment even 
claimed that such return might result in a run on the bank. 

Everywhere all over the United States the assessment of 
property, both personal and real, is made in public, and the 
returns are public documents. From the date of the passage 
of the national bank act, all national banks have been required 
to make public returns showing not only their property but 
their profits as well. Similar laws are required from all the 
States in the Union on the part of State banking institutions; 
and it is conceded by everybody that such publicity tends to 
the financial strength of every honest banking institution. 

It is sometimes claimed that publicity of income-tax returns 
would injure the credit of the individual or the corporation 
making the return. It is difficult to conceive how this could 
occur, except in a ca e where such credit ought to be, as a 
matter of good business, properly curtailed. If the return of 
the taxpayer shows that he is not entitled to credit and that 
his business is in a failing condition, then it would be to the 
interest of the public if honest investors were able to secure 
thi information, so they would not make additional loans to 
an institution tha1 was in a failing condition; and while in such 
a ca e it might prev~nt a corporation from getting additional 
money ·on account of the unsatisfactory condition of its busi
ne,~, yet it would save the honest investor in many instances 
from loaning to an institution not worthy of credit. Publicity 
might prevE>nt some taxpayers from borrowing additional 
money, but it would be only in cases where they ought to be 
prevented from borrowing, and it would protect the honest 
investor from making such loans. 
PUBLICITY WOULD PROTECT 'l'Hiil HONEST TAXPAYER IN GETTI:SO REFUNDS 

WHERE AN HO:SEST MISTAKE HAS OCCCRRED 

It has no doubt very often happened that in making tax re
tm'ns mistakes have occurred to the disadvantage of the tax
payer. The law ought to protect the taxpayer as well as the 
Government; and if a man has oYerpaid through some mistake 
or misunderstanding of the law, he ought to be able to have the 
exress refunded without the necessity of employing expensive 
attorneys to se<!ure relief. The very large taxpayers are not 
the ones, as a rule, who make such mistakes. They employ ex
perts in making their returns ; but if a mistake does occur and 
the millionaire taxpayer pay more than he is required to pay 
under the law, he is able to ·ecure a refund of the excess be
cau:e his experts have knowledge of the error. The smaller 
taxpayer, as a rule, po se ·ses no such knowledge, and if he has 
paid too much he never finds it out. 

Mr. SIMMONS. Mr. President--
1\lr. NORRIS. I yield to the Senator from North Carolina. 
l\Ir. SIMMONS. In connection with this interesting portion 

of the Senator's argument, I should like to ask his opinion 
about a suggestion that has been made with reference to claims 
for refunds that might be made against the Go\ernment as a 
re ·ult of throwing open these tax returns to the examination 
of any person who might desire, for profit or from motives of 
curiosity, to examine them. 

The Senator knows that there is a class of lawyers who 
spe<!ialize in tax cases, a great many of them in the Capital, 
and a great many of them who do not live in the CaiJital, 
but who nevertheless speciauz·e in tax practice before the 
Treasury Department and the Board of Tax .Appeals. Might 

not that class of lawyers-some of them, not all of t1em, it is 
asked-be disposed to capitalize this provision and take ad· 
vantage of this opportunity to examine the tax returns of 
select taxpayers, with a view of seeing if they could not find 
some ground on which to hang a claim on the part of the tax· 
payer for a reftmd? 

Having examined a return, such a lft'f9'yer finds that there is 
opportunity or pretext for suc-h a contention. He puts himself 
in communication with the taxpayer and sugge ts to him that 
if the taxpayer desires his services he thinks he can help him 
get a refund from the Government. That, it is suggested, 
might become a very common practice, and it might lead to 
endless litigation which otherwise would never take place. 

.Mr. NORRIS. All right; let us suppose that it does. 
Mr. Sil\llfONS. Let me ask the Senator further--
Mr. NORRIS. The Senator asks a question, and I should like 

to answer it. He can make a speech on it afterwards. 
:Mr. SIMl\101\S. I am not going to make a speech. 
Mr. NORRIS. Very well. 
Mr. SIMMONS. The Senator will remember that years 

ago, when the returns with refel'ence to pensions were open in 
the Pension Bureau, it was claimed that attorneys were abus
ing the privilege and were using the information they gained 
by reason of this permission to examine the returns to stir up 
trouble with reference to the functions of the Pension Bureau· 
and I think the Government had to resort to some drasti~ 
means to stop that. I desire to ask the Senator if he thinks 
a similar situation might develop in connection with the prac
tice of law here in these tax cases. 

Mr. NORRIS. I shall answer that in two ways. First, I say, 
suppose it does? ~'he Senator is afraid that eventually, if all 
these returns are made public, orne lawyer will look at them 
and find that Mr . .A has paid too much taxes unde1· the law, 
and he will write to Mr. A and say, 11 You have paid $100 too 
much. I can get it back for you." Suppose that does happen, 
and suppose the Government pays it back. Why should it not 
pay it back? If l\Ir. A had been a. sessed too much and some 
lawyer found it out and got his money back, why was that not 
all right? 

Mr. COUZENS. Mr. President, will the Senator yield? 
Mr. NORRIS. In just a moment Let me answer further. 

I am not afraid of that. If anybody bas paid too much taxes, 
he ought to haye it back; and if any particular lawyer finds it 
out and charges a fee for getting it back, the taxpayer ought 
to get it back just the same, though I would rather have him 
get it back without having to pay a fee. If the returns were 
public, and if it were discoYered that in a certain case Mr . .A 
got back $100 because of a certain kind of error he had made, 
some other man who had made the same kind of an error 
would get his money back witf:wut paying any fee. Be would 
not get it back if Mr . .A's case were not made public. 

What happens now, when these returns are secret? All the 
time men in se<!ret, behind the doors of the Internal Rnvenue 
Bureau, get information about Mr. A and 1\Ir. B, all down the 
alphabet a dozen times. · Some employee in the bureau finds 
that out and resigns. Perhaps he has helped to bring about a 
ruling that will be favorable to a certain class. He has secret 
information that is not possessed by other attorneys, and he is 
in a position, therefore, to hold up the taxpayers because he 
has that secret information. lie is in a position to say, 11 I will 
take your case if you will pay me a 50 per cent contingent fee." 
He knows what exists behind the closed doors; attorneys gen
erally do not. So that the evil now is a thousand times greater 
wherever a refund takes place, and there are thousands of in
stances undoubtedly where there ought to be a refund where 
the honest taxpayer never finds it out. 

A few days ago the Senator from Virginia told us of an inci
dent that happened in the State of Virginia. Did Senators hear 
the eloquent Senator from Virginia state what is taking placa 
now? His constituent would not have been held up to that 
degree if there had been publicity. But a secret knowledge 
obtained by men who are in the employ of the Government and 
who resign and go out enables them to hold up the taxpayers 
in the instances where they believe too large a tax has been 
paid. 

Now I yield to the Senator from 1tfich1gan. 
Mr. SIMMONS. l\fr. President, if the Senator will par

don me----
Mr. NORRIS. First I yield to the Senator from Michigan. 
Mr. COUZENS. I think the Senator from Nebraska in 

part covered what I was going to draw to his attention, that 
under the suggestion made by tha Senator from North Caro
lina that might be an open matter, but under the present sys· 
tern it is a monopoly. I object to monopolies. 

Mr. SIMMONS. Mr. President, I have no doubt in the 
world that the abuses to which the Senator from Michigan 
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called attention the other day have gone very far. These men 
in the department have seen the chance of making so much 
profit from the utilization of the information they gained in 
connection with their work in the department that they have 
been actually induced to resign their places and to go out 
and capitalize their information. · 

Mr. COUZENS. That is true. 
Mr. NORRIS. That would not happen if we bad publicity. 
?\Ir. SIMMONS. If these records were open to every at-

torney or their tax experts, and they were permitted to 
capitalize this information, which would no longer be secret, 
I have an apprehension that the Treasury Department might 
be flooded with lawyers examining returns to see if they 
could not work up a case. 

~lr. NORRIS. Suppose it is. If the Treasury has the tax
payer ' money unlawfully, what objection can there be to 
some one examining the records and seeing whether they have 
made a mistake? That is publicity. 

~!r. SIMMONS. There is no objection, if a mistake has 
been made; but I do not think it is wise public policy to in
vite men to go into the department, offering them a high in
ducement to work up cases, and then, through the taxpayer, 
bring about litigation. 

~lr. NORRIS. There is no such inducement. 
Mr. SIMMONS. I fear the Treasury Department might be 

flooded with cases that never would be opened up but for that 
fact. 

:lir. NORRIS. There is no such inducement in this amend
ment. There is no such reward offered by this amendm~nt. 
It takes away the monopoly that exists now in a few who 
get the knowledge in secret. This amendment gives no 
monopoly. 

1\Ir. SIMMONS. The information which some experts of 
the department have obtained is capitalized and has become 
a ource of profitable practice to them. If these records are 
opened to every lawyer who practices before the department, 
I have a suspicion, I have a conviction, that it will be utilized 
and capitalized tenfold as much as now. 

Mr. COUZENS. Mr. President, will the Senator from Ne
braska yield? 

~lr. NORRIS. I yield. 
Mr. COUZENS. In reply to the Senator from North Caro

lina, it is not the information contained in the returns them
selves that makes this inside information valuable. The 
mere returns of the ta:A'J}ayer contain nothing that offers a 
su..,.gestion to the attorney or the taxpayer, but it is the fact 
that only 15 per cent of the precedents, the rulings, used for 
determining these cases have been available. It does not 
matter whether you go and look at the income return--

Mr. SIMMONS. The Senator has not caught my point at 
nll. I say that in the department there may be a germ of in
formation which might lead to litigation, and these gentlemen 
who are seeking to increase their practice and to create new 
practice will go and hunt out those defects with a view ulti
mately of making profit out of it. 

Mr. COUZENS. The Senator thinks I have not caught his 
point--

Mr. SIMMONS. It may be that I was mistaken. 
Mr. COUZENS. 1 have his point exactly, but I think the 

Senator is confused. There is nothing in the return that a 
lawyer can find that will enable him to manufacture a case, 
because if all the rules and regulations are published there are 
no precedents, there is no information from which he can 
manufacture a case that is not already in the rules and regula
tions that are used to determine the taxes. 

Mr. GLASS. If there is nothing of value in the return, why 
make the return public and print it in· the newspapers? 

Mr. COUZIDNS. That is outside of the question. 
Mr. GLASS. It is not outeide of the question at all. That 

is the real question we have here. · 
1\lr. CARAWAY. And the only question. 
Mr. NORRIS. If the Senator's objection is a good one, the 

thing can be reversed. If there is nothing in it, if it does not 
make any difference whether it 1s public or secret, we are all 
fooling away our time. 

Let us get the point of the Senator from North Carolina. 
lle said that if we make these returns public a lot of lawyers 
will look over the returns and find out where the taxpayers 
have been paying too much money unlawfully, either by mis
take or otherwise, and they will write to the taxpayers and tell 
them about it, and it will become a great business. It will not 
become a great business unless the taxpayers have been unlaw
fully asses ed, and if they have been unlawfully assessed, let 
it be a great busine s or any other kind of business, no excuse 
can be made on the part of the Government for refusing to pay 

back money to a man which bas been paM unlawfully and 
through mistake in the way of taxation. It does not make any 
difference whether there are a thousand of them or a million of 
them; whenever there is such a case the man ought to have his 
remedy, and he ought to have his money back. Of cour e, there 
will not be millions of such cases. The Senator has an ex
aggerated idea of that. 

l\fr. Slllll\IONS. I did not say there would be millions. I 
said there would be a flood of them. 

Mr. NORRIS. The Senator said it would result in a big 
business, in a lot of money being taken from the Go\ernment. 
If the Government has obtained money to which it is not en
titled, it ought to pay it back. We ought to be just as anxious 
to refund the money unlawfully collected from a taxpayer as 
we are to have the man who has not paid enough pay what 
he ought under the law. 

Publicity of income-tax returns and of the refunds of ex
cess taxes that are made would bring relief to those who 
have overpaid their taxes and have not discovered it. 

Again, the honest man would benefit by publicity, and pub
licity is about the only remedy that would bring him relief. 

Publicity, therefore, would not only correct the evil and en
able the Government to get money improperly withheld from 
it, but it would bring relief to the honest taxpayer who bas 
overpaid on account of ignorance or misunderstanding of thn 
law. 

Secrecy in governmental affairs brings corruption. All gov
ernmental busine s should be transacted in public. This is on.e 
of the fundamental cornerstones of every free government. 
Secrecy in governmental affairs will ultimately and surely 
bring corruption. If we should extend the secrecy now pre
vailing in our Internal Revenue Bureau to all branches of the 
Government, it would ultimately bring about the destruction 
of the Government itself. 

No free government can long endure when its business is 
transacted behind clo ed doors and important and fundamen
tal matters of government concealed from citizenship. Trans
action of governmental affairs in secret may at the beginning 
be honest and honorable, and the public officers may in this 
secret way start out on a honest basis, but as time goes on 
the public official himself who is doing his official work in 
secret and concealing his official acts from the eyes of the 
public will eventually become corrupt. Dishonest men will 
seek such positions for the profit there is in the office rather 
than for the salary that is paid. 

The cure for such governmental evils is publicity. One of 
the m,ost important functions of government is the lev~ing of 
taxes. No government can exist without them. Every citizen 
in one way or another contributes of his financial means to 
the common governmental funds. If this most important 
~tion of government is to be transacted in secret, and the 
ofif ~al acts of those in office concealed from the public, then 
tb 1 burdens of patriotic citizens will be neces arily increased, 
r€ ect for government and for law will disappear, and ruin 
a: desolation will eventually take the place of honest gov-
e; ment. · 

lor more than 10 years we have had secrecy· in the Bureau 
01. Internal Revenue. Dlll'ing that time more than 60,000,000 
returns have been made. That bureau has handled over 
$38,000,000,000 of public money. It has ·over 6,000 employees, 
all of them transacting public business in secret. For more 
than 10 years, for about 13 years, in fact, this · has. been going 
on, and the first time the public ever had an inkling of what 
was going on was when the so-called Couzens committee started 
on its investigation. It is not necessary to charge the officials 
with being corrupt. It is not necessary to say that the head 
of this bureau or t}Jat department is dishonest. The fact that 
they are doing a secret business, where they have as many em
ployees as are in that bureau, means that favoritism will I'e
sult. Let us admit that all the superiors are honest, doing 
their duty. It is impossible for them to know what is going 
on in detail throughout that great bureau, and when the public 
is kept in ignorance of it, how can you expect a fair and an 
holiest result to come from such secrecy carried on to the very 
great extent that it is necessary that the business should be 
carried on? 

Would any man want to extend· the secrecy that characterizes 
the transaction of the financial affairs of our Government to 
all of the departments? 

Should we make the Department of Labor a secret institu
tion? Should we make the Department of Agriculture secret? 
Would any citizen stand for a moment for secrecy of legisla
tive proceedings here where we are doing public business 1 
And yet, legislating for the people, we are deprived of knowl· 
edge of methods to remedy any defect in our I a ws as far as 
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our internal revenue is concerned, as far as the collection of 
uillions of dollars is concerned, because of the cloak of secrecy 
that surrounds that in titution. 

l\Ir. President, I am going to read one or two opinions of 
men w}]J) have stood high in the councils of the Government 
and who have stood high even in the councils of the world. I 
am going to bling to the witness stand one man at least whom 
some Senator". who are afraid we are going to ruin our Gov
ernmE:'nt if we let the sunlight of publicity shine in. will admit 
is a strong witness. I am going to bring one witness whose 
opinion at least Senators must respect even if they h!lve no 
re ·peer for my opinion or the opinion of those who believe as 
I do. 

First I want to read an article written by Horace Greeley. 
In an 'editorial in the New York Tribune May 24, 1866, he 
wrote: 

The Evening Post has a Washington dispatch which says: " The 
Committee on WnyR and Means have agreed to an amendment of the 
tax bfll providing that lists of incomes shall not be published nor 
furnished for publication, but they sh_all be open to private inspection 
at the office of the collector." 

We would like to belieYe this untrue. We bell<'ve that publicity 
given to the returns of income submitted by Individuals to tax gatber
e~:s has already put millions of dollars into the Treasury and gone far 
toward equalizing the payments of the income tax by rogues with that 
of honest men and saved thousands from being imposed upon and 
swindled by false pretenses of solvency and wealth, made on purpose 
to incur debts preordained never to be paid. The knaves who sought 
credit on assumption of wealth belied by their returns of incomes, of 
course, hate publicity given to those returns; but why should an honest 
man eek to pass for any more (or less) than be is worth? 

$ • • • • • • 

We learn that the publishing of the list of income-tax payers in this 
city, against which there bas been so much absurd outcry, is likely to 
prove beneficial to the revenue as well as to the consciences of some 
of our "best citizens." Already, as we understand, considerable sums 
have been returned to the assessors and paid to tho collectors by per
sons who have discovered "errors" in their original returns of incomes 
since the publication of the lists referred to, and assessors have re
ceind valuable information in reference to the incomes of some gentle
men who should, but have not yet, amended their returns. 

1\lr. President, let me call an ex-President of the United 
States as tl1e next witness. If be were in the White House 
to-clay, instead of Pre ident Coolidge, there would be no doubt 
of the adoption of the amendment. There would be no doubt 
that the influence of hi administration would be used in favor 
of the enactment of a law which would provide for publicity, 
and those who follow sometimes blindly, I think, but always 
lawfully, I concede, the advice of the President, who is sup
po ·ed to be the leader of their party, would stumble over each 
oilier to support the amendment instead of trying various 
methods of finding fault with it. Listen to Benjamin Harrison, 
former President of the United States and one of the great 
minds of his day. He made a spe~ch before the Union League 
Club of Chicago on February 22, 1898, and the subject of his 
address was "The obligations of wealth." He said: 

We have too much treated the matter of a man's tax return as a 
personal matter. We have put his transactions with the State on much 
the same level with his tt·ansa.ctions with his banker, but that is not 
the true basis. Each citizen bas a personal interest, a pecuniary in
terest, in th~ tax returns of his neighbor. We are members of a 
greater partnership, and it is the right of each to know what every 
other member is contrilmting to the partnership and what he is taking 
from it. 

He aid again : 

them. Nobody complains about that. We say that is right, 
because we are getting statistical information. 

But when we come to inquire, " "'What is your income; how 
much did you make in Wall Street; how much have you made 
on bonds; how much have you made on this or that tran ac
tion? " then we say, " Oh, that is private information, and we 
can not get it." The dollars are much more important than the 
welfare of the human race. "You care more to keep private 
the ill-gotten gains you are making than you do to dil'close the 
innermost secrets that exist in the family relations." My God, 
l\lr. President, it seems to me that can not be possible il} a free 
government. When it comes to the dollar then a man can 
close his mouth, but we can require him to say whether he is 
legally married to the wife with· whom he is living; we can 
require him to tell whether his children were born before 
marriage or afterwards; we can delve into anything of that 
sort simply fur the sake of statistic~, to give information, to 
give publicity. But when we ask how he made this dollar, 
then he can draw a shroud of secrecy about himself and say, 
"That is none of the Government's bu. iness." Do uot make a 
man tell about his contributions. He may not want to do it. 
Do not make him disclose the source of the dollars he has 
made during the war, even though we do compel him to tell 
everything socially or morally that might disgra<.;e him in the 
eyes of the public; but save him frOJfl divulgiug the source of 
his wealth. Yes; those who want this would go to churcll on 
the Sabbath Day; they would sing halleluiah to the great King ; 
they would make contributions liberally as the box was passed ; 
they would wind up the SE:'rvice by balling the great King 
halleluiah; but if the lowly Nazarene on Monday morning went 
into the place of business and asked to look at the books to see 
how this money was made, they would pick Him up by tbe 
back of the neck and kick Him out into the dirty alley. :Money 
is acred even beyond human life. 

Let me read further from what Benjamin IIarri:-;on said on 
that occasion : 

The men who have wealth must not liiue it from the taxgatherer 
and flaunt it on the streets. Such things breed a great dl content. 

All other men are hurt. They bear a disproportionate burden. A 
strong soldier wtll cal'l'y the knapsack of a crippleu comrade, but he 
will not permit a robust shirk to add so much as his tin cup to the 
burden. 

There is a feeling tliat some men are banuicapped ; tl.iat the race 
is sold; that the old and much-vaunted equality of opportunit~· and 
of right has been sul.Jrnerged. More bitter and threatening things arc 
being said and writttn against accumulated propet·ty and corporate 
power than ever uefore. It is saiu that, more and more, small men, 
small stores, and small factories are being thrown upon the shore of 
financial drift; that the pursuit of cheapness bas reached a stage 
where only enormous combinations of <:apital, doing an enormous 
busiue s, are BUre of returns. 

It is a part of our individual covenant as citizens with the State 
that we will, hone tly and fully, in the rate of proportion fixed from 
time to time by law, contribute our just share to all public expenses. 
A full and conscientious discharge of that duty by the citizen is one 
of the tests of good citizenship. To evade that duty is a moral de
linquency, an unpatriotic act. I want to emphasize, if I can, the 
thought that the preservation of this principle of a proportionate con
tribution, according to the true value of what each man has, to the 
public expenditures is es entia! to the maintenance of our free in.sti
tutions and of peace and good order in our communities. 

The wealth of the country has attempted to discredit the law 
making income-tax returns public. It is argued that such 
publicity is annoying and embarrassing to the taxpayer. I 
grant that it is, but making public the amount of asse sment 
and taxes on real and personal property also is annoying. It i~ 
embarrassing to be called into court as a witness and com-

The great bulk of our people are lovers of justice. They do not pelled to bring your books and papers and give testimony in 
belie,·e that poverty is a virtue or property a crime. They believe in public in regard to your bu iness, and many times your ~amity 
an equality of opportunity and not of dollars. But there must be no matters, and have the new papers publish it, yet people are com
handicapping of the dull brother and no chicanery or fraud or shirking. pelled to do this frequently. It is annoying to a bank to 
It our plan of taxation includes notes and bonds :md stocks, they must have the bank examiner look over every book and paper in 
be listed. The plea of bu ine s privacy has been driven too bard. -If the bank. It is embarras ing for a bank to publish its state
for mere statistical purposes we may ask the head of the family ment when it may show a loss of deposits and that it is losing 
whether there are any idiot in his household and enforce an answer ground in comparison with its competitor in the same town, 
by court proce s, we may surely, for revenue purposes, require a yet the public good require. it, and since such examinntioni; 
detailed list of his securities. and publicity hnve been given, there have been fewer bank 

I wish Senators would re.member tJ1at pru·agraph. We pro- failures, so that no one would advocate abandoning such ex
vide by law that the bead of the family must give the informa- aminations and publi::;bing the bank's statement. 
tion he has mentioned. He must tell for the purpose of statis- :Mr. President, as I said a while ago, there ha been, so far 
tical information required by the Government even whether as I know, no objection anywhere in the United States to the 
any of his children ru·e idiots, whether they are born out of I publicity of tax returns whic~ exists everrwbere ~nde; State 
lawful wedlock, "\Vhetber they have color blood in their vein., law. The only reason why this clamor agamst makmg mcome
He must answer all those questions. He is forced to answer tax: returns public exists is because a few of tlle ve1·y large tax:-
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payers, those who have Immense fortunes, do not want them 
made public. No adequate excuse so far, in my judgment, has 
been offered why there should not be publicity. I have not 
heard anyone claim that publicity would injure him finan
cially; I have not heard anyone claim that it would injure 
him morally. 'Ve have had one Senator state to-day that it 
is not right because men's contributions to charity would be 
made public, and some men do not want such contributions 
made public. Concede it; but there are some other men, good 
men, who do not want such contributions made public. I my
self have a great abhorrence to paying any tax; I do not like 
to pay taxes ; it is a burden on me. Why should I be required 
to pay taxes? I do not wish to do so. Why should publicity 
be given if a man does not desire it shall be given? 

It has also been said that it will deter men from making 
contributions to charity. On the other hand, I suppose there 
are some men not in as good a class, I concede, as those con
scientious individuals who do not want to give publicity to 
their charitable acts, but men who like to haye their contribu
tions advertised, who would probably make more charitable 
contributions if those contributions were made public than they 
otherwise would. Are we going to handicap the law because 
of such silly excuses as that? Are we going to have the bil
lion and billions of public funds handled behind closed doors, 
without even Congress having any knowledge of the method 
in which they are handled? Are we going to conceal from 
view, eYen of the legislative body of the country, the thousands 
of income-tax returns, making up the great bulk of the income 
of the Governmen:t, simply because of what to me seem such 
almost foolish objections as that somebody does not like it; 
somebody does not wish to have his profits known? As Benja
min Harrison once said, It may be embarrassing to some, but 
it is not a serious matter. 

I have beeu getting letters from all over the United States 
inspired by this great propaganda opposing publidty of in
come-tax returns. I remember getting one letter from a law
yer in one of the g1·eat cities of the United States making an 
extended argument against publicity of income-tax returns on 
the ground, and the sole and only ground, that it would en
able his competitors, the other lawyers in the city '\'\"here he 
lived, to know how much income he made. He said, "They 
will find out I am making a great deal more money than they 
think I am making ; they will realize I am charging bigger 
fee than they think I am charging." That was annoying to 
that man; he did not '\YUnt that information to be given to the 
other lawyers of the town. But i.s that a serious matter? 
Shall we permit a bureau of the Government, where nearly all 
the money of the taxpayers in the United State is handled. to 
proceed in secret? Shall we continue that practice forever 
mere!)~ because some silly, little object1on of that kind is 
made? 

Our duty, the duty of every citizen to the public, it seem!!! to 
me, even though we believed it would in some instances grate 
on the consciences of the taxpayers, demands that there should 
be publicity for the public good as well as for the protection of 
the ta ~'1}ayers '\Yho are rolling and anxious to pay what they 
ju tly owe under the law. 

The Senator from Utah aid in the course of his address at 
the beginning of this debate: 

It is not apparent that any useful purpose has been served by the 
publication of the amount of income tax paid l;y the various tax
payers. 

I am inclined to agree with the Senator from Utah in that 
statement. The thing that I am asking for now, and that I 
am contending for here is not the present law; I concede that 
there can not be much good come from the existing law, but I 
hope Senators will not get into their minds t.he fact that that 
is what we are contending for. I tried to make plain at the 
beginning that that is not the object of this umendment. This 
amen<:lment is exactly, as I have previously stated, word for 
word, the language that we put into the preceding tax bill, 
but which went out when it got into conference. Further 
along in his speech the Senator from Utah stated: 

It is not apparent that the information so di.sch~ed has been intelli
gently availed of by anybody. The Treasnry Department has been 
unablP to trace any additional tax receipt from the fact of publicity. 

I concede that. The information as disclosed has not 
brought in any additional receipts, because the publicity that 
is now provided by law is practically nil, for it does not give 
any information that would be of any value to the Congress in 
making a new law and very little value to the citizen generally 
if he wanted to criticize the tax returns of the large taxpayer. 

The Senator from Vtah again stated: 

LXVII--221 

In other words, the publicity feature ls an additional Incentive for 
delay in the fulal settlement of tax liability and is a hindrance rather 
than an aid to the Treasury Department in its desire to have tax mat
ters settled as promptly as possible. 

I think that is unimportant, although I do not agree with 
that statement. The Senator from Utah further stated: 

To .the contrary, there Is every incentive for. concealment of actual 
facts generally for reasons based upon a construction of the tax laws 
as to which there may be an honest difference of opinion. So that 
actual fraud neither can be charged nor proved. 

That is true under existing law. 
1\Ir. President, I have introduced an amendment to the bill 

which provides that all returns shall be public records and open 
to ins11ection. It is evident the remarks of the Senator from 
utah are as well directed at this amendment as they are the 
existing publicity provisions of the law. 

1Ve may well realize the Treasury Department has and prob· 
ably will not find any additional tax because of public records, 
for the Treasury Department has been and is to-day committed 
against the public knowing anything concerning the adminis
tration of the tax laws or of the public having any records of 
the work of the Income Tax Bureau. 

But a to whether publicity results in increased revenue to 
the Government, I think can be understood without difficulty. 
We recently had an inquiry by a select committee of the Senate 
relative to the administration of the tax laws. There we had 
some publicity, some examination of the returns of taxpayers, 
and there is no one '\Yho will contend that the Treasury Depart. 
ment has not found much additional revenue as a result of that 
inquiry. 

The report of the majority of the select committee, on page 4, 
says: 

All amortization allowances exceeding ~500,000 have been reviewed 
by the commlttee·s stat!', and improper allowances in this class alone 
appear to amount to $210,665,3G0.40. The ta.x on about two-thirds of 
this amount can be saved to the Government by prompt action of 
Congress. 

Is there anyone who will contend that that condition would 
have been exposed had it not been for the publicity obtained 
through this committee? Is there anyone who will contend 

.that the Treasury Department would have stopped these im· 
proper allowances had it not been for this investigation? The 
tremendous refunds of the last few years is a mute answer to 
that question. 

But, if there is anyone who will contend otherwise, I am 
told that the representatives of the bureau fought and op· 
posed the representations of this committee at every step 
and defended everything that had been done and was being 
done. ·when it was shown that the United States Steel Cor
poratfon had spent more money for plant extension in the post
war period ' than it spent during the war period, and yet was 
being allowed some $25,000,000 of amortization because the 
corporation contended the war plant was waste, I understand 
the bureau defended and fought any contrary new, and only 
after days and days was there any admission that the whole 
thing was wrong and would have to be corrected. Is there 
anyone who will contend that the bureau, admittedly in this 
frame of mind, would have corrected that condition had there 
not been an investigation and publicity? 

Mr. President, I take it from the committee's report that the 
United States Steel Corporation was claiming amortization to 
the amount of $25,000,000. It is claimed that under the law 
it was entitled to that deduction for amortization because 
during the war it had expended that much in new plants, but 
it developed, so the select committee says, that that was not 
true. If during the war, for a war purpose, the Steel Corpo· 
ration had expended money and built new plants simply for 
war purpo. es, and after the war they were useless, under the 
law they would be allowed to amortize that expenditure, to 
deduct it and get credit for it in their subsequent income-tax 
returns ; but if it developed, as the committee says it did de
velop, that they had more business after the war then they 
had during the war, and that these plants erected during the 
war were after the war working 100 per cent, then under such 
a condition they were not entitled to that $25,000,000 deduc
tion, for there had been no expenditure as a war proposition 
that would enable them to amortize 1'· 

Did anybody in the country know what was going on? No. 
Did anybody know that they were about to get a deduction of 
$25,000,000 when they were not entitled to it under the law? 
No. Publicity of this committee's work gave the country 
knowledge of it; and while the question is undetermined as yet, 
it is believed that this money would not be taken from the 
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Treasury of the United States. Publicity has SaYed it, if it 
shall be saved. If the statements are correct, then the bureau 
bad no legal right to give that ~25,000,000 back to the United 
States Steel Corporation, and they ne,·er would have attempted 
to do it if there had been publicity. The proceedings, however, 
'' ent on in seeret. . 

I want to read from a part of this committee's report a little 
beyond the quotation iliat I have just read. This is some more 
of it: 

From the soUcltof's memorandum above quoted it also appears that 
the tax on $11,500,000 of profit is also waived "as a matter of policy," 
although the legality of the tax is not questioned. 

I concede that there may be a contention that all of it or 
part of it ought to b amortized. From what the commirtee What do we haYe here, Senators? The legality of the tax on 
~ay , I judge that can not be so; but, admitting for the sake of $11,500,000 not questioned, says the committee. Nobody ques~ 
the argument that it i · a disputed question, yet with $25,000,000 tioned the legality of the tax and yet they ""ai\cd it an<l in 
«Jf tile taxpayers· money at stake in the case of this one cor- their language-I presume it is copied from the order' waidng 
poration alone can anyone defend a proceeding behind clo ed it-it was waived; why? '·As a matter of policy" ; that is all
doors? Would it llurt anybody if that ral'e were admitted to secret, behind clo ed doors! 
tile public gaze and tried a I mu-t try my lawsuit in a court Would anybody have been injured if that had been done in 
of ju~tice·: But it is said-- public? Mr. President, if there had been no :ecrecy that would 

Mr. ~~OOT. The lmreau ne\er allowed that case. It is not not have occurred. If the officials who wai-ved the tax on 
settled to-day. . 1 $11,500.000 knew when they waived it that their action was 

Mr. NORIUS. No: it is not settled as yet; but the committee going to be public they would not have wai-ved it: and that 
says tllat everyhody in the bureau mls contending that it should is what I have been contending for. If we had publicity these 
be settled; everyone there was fighting for it; they were all on things would not occur; at least, not all of them. 
the side of the Steel Corporation. Did anybody know that that was going on? Did anybody 

1\Ir. SMOOT. It would have been settled if that had been the know iliat this Aniline & Chemical Co. was having a secret 
ca.·e. hearing behind closed doors, and that our offi<:ials in secret 

Mr. KOHRIS. It has not been settled as yet, but even though were waiving a tax that they ~aid was legal on $11,500.000 
you ~o so far as to concede that the amount ought to be allowed, I of income? Did anybody know it? Wa, there any way to 
the vt"ry fact that that amount of money in which the Govem· find it out? It never was known until this committee gave 
ment has a direct interc~t is at stake should be sufficient to some publicity to it. 
condemn a . ecret proce~ding behind clo ed do?rs and call for Senators ay: " Oh, thic:; committee ·ha-ve not found any 
tl.te doors to be opened m order to let the public know what is fraud. They have not found anything bad." Was that fraud? 
being ~o~e wi_th their own property. Wa: there anything about it that was wrong? Is there any 

But 1t 1s said by the Senator from Utall: man who can defend carrying on the official bu ine of our 
There mar be an hont-. t difference of opillion. country with that much in-volved and doina it in secret, keep-
Is it not strange that in such a situation as that of the ing it fi·om the -very officials o~ our own Government? Is 

United State Steel Corporation the difference of opinion weighs ' there any defense. for such actio.n? I should lil\:e to hear 
so heavily against the Government until the thing is exposed? somebody defend It. I .should llke to have somebody tell 
Is it not strange that there should not be any difference of th~ reasons for se~recy lll the I~ternal Re\enue Bureau in 
opinion until publicity come.., on, and that these secret go-vern~ this ea ·e. Would It have hurt this company any to paY the 
mental officials are all in fa-vor of the teel Corporation rather tax that the committee say was legal, and its legahqr con
than the Go-vernment-until the door~:~ are opened, at least? If ceded? '!ould that ~ave been. emba!rasslng to 'iliem? Were 
we haYe public record·, is it not fair to belie-ve a. a result of they afraid .that their c~mpetitors rn t~e chemical bu.~lne~s 
this recent inw. tigation that publicity will force thi~ bureau would fin~ It out; and IS that a suffi~Ient excuse for this 
to decide now an<l then that the Government is entitled to orne secret action of our go-vernmental officials? Is not that a 
consideration when there is a difference of opinion? framl which can be charged and proYe<l? If the Solicitor 

The Senator from Utah adds that actual fraud can neither of th~ Bure~n of Internal Revenue make a statement that a 
be cllarged nor pro\ed. ~ertam tax 1s leg~lly due, and that n~ one questions the l~ga~; 

Let us consider that statement. Unless we ha-ve public rec- Ity of the tax bemg due, but that, as a. matter of policy, 
ord~, of course, anyone interested in defending the Trea ury the commi sioner decides not to collect such a tax, i'3 not that 
Department can make tho e general . tatements and get away a frau~ upon the Government? 
with them. We lla-ve had some slight publicity through the Turmng to another page of the report, page 98, we hn-ve a 
select committee, and I de ire to read orne excerpts from their discussion of the case of the Standard Oil Co. of California. 
report. In that case, despite the legal opinion of the olicitor and the 

The National Aniline & Chemical Co. case is reported on page order of the commi ioner, the chief engineer of the bureau 
203 of the report of that committee. I will read from that part determined to adopt a policy which would giYe the Standard 
nf the report on pnge 205. Referring to certain intangible values Oil Co. about ..;3,000,000. While that i not a consummated 
illegally allowed Ly the bureau, the report goes on to say on fraud, is it not an attempted fraud? 
page 205: Let me read from that case <.,f the Standard Oil Co. of 

California: If thi action was corn•ct. the '\"t'"ndor companies were liable !or 
income tax on the profit which they received upou the sale of these 
intangibles. In relation to thi matter Solicitor Mapes, in a memo· 
randum to the commissioner, said : 

" The third que. tion in this case is whether the several constituent 
corporations realized income at tbe time of the exchange from the 
transfer of their a ets to the National Aniline & Chemical Co. in 
exchange for its stock. My opinion on thi question was that the con· 
stituent corporations realized income from the exchange measured by 
the difference between the cost or value as of March 1, 1913, of the 
property and the market >alue of the stock received in exchange. 

" I understand that the legal correctness of my opinion on this point 
lR not questioned, but as a matter of policy it is deemed advisable to 
clo e the case on the other basis in accordance with which it has been 
prepared. 

"This is a matter of policy concerning which I he ltate to express 
an opinjon." 

That was the solicitor speaking. The report of the committee 
continues on this point: 

The nndor companies were not taxed on the profit made by them on 
the sale of the intangible assets aboye mentioned. 

Thus in the month of June, 1922, the Commissioner of Internal 
Revenue, against the advice of the solicitor, grants as refund of 
$3,035,i71.55, which is largely based upon an allowance, as invested 
capital, of an excess of the amount allowable to the former owners 
of this property, and in the same month publishes a cumulative 
lrulletin proclaiming that ncb a thing can not be done under tho 
circum :tances in this case. 

This ca~e is of g1:eat importance, as illustrating tlle lack of con
trol by the Commi ~ioner of Interu:).l Revenue over the <'Dgineering 
ilivh,ion of the Income Tax 'Cnit, the gPneral attitude of the head 
of the engineering division and the chief of the oil and gas valua
tion section toward the Government and the oil producers, and the 
kind of rea oning which governs thi work. 

The regulations (reg. 45, art. 223) permit an oil producer to 
deduct development costs, as either current expenses each year as 
they are incurred, or to capitalize such costa and clednct them 
tlll'ough depletion. This regnlation provides that "An election once 
made under tbis option will control the taxpayer's returns for all 
ub. equent years." 

Let us get that. Under the law this corporation had a 
right to deduct its de\elopment costs from its yearly income as 
current expenses. 

It cUd not ha\e to do that, however. It could capitalize such 
costs and deduct them through depletion. It had its choice. 
It could do either one. The only thing required is that when 
it decided which way it would do, that should apply to all the 
years. In other words, it could not do one way thi year and 
another way the other year. So this corporation decided, from 
the \ery beginning of its organization down to and including 
1921, to capitalize it development co. t . That was perfectly 
all right. It had a perfect right to do it. 

The taxpayer's original returns conformed to thi pra(·ticf', and the 
. tax computed on 1.bis basis was paid. 
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Later, however, this taxpayer discovered that if, instead of 

treating these development costs as expenses, it had taken the 
other course it would have saved some money. 

It was found that to convm:t such development costs from a c.apltal 
Into an expense item would reduce this taxpayer's taxes for the years 
1918 to 1920, inclusive, $3,378,921.35. 

They did this at the beginning; but when they got up to 
these years they found that as to these years they would have 
made more money if they had taken the other course ; they 
would have saved some taxes; and so they proceeded to do it. 

Now, there were the facts. 
Mr. COPELAND. Mr. President, may I ask the Senator a 

question? 
The PRESIDING OFFICER (Mr. FEss in the chair). Does 

the Senator from Nebraska yield to the Senator from New 
York! 

l\1r. NORRIS. Yes. 
Mr. COPELA!\"n. How did they do it? 
Mr. NORRIS. I am going to tell the Senator. I am going 

to read just bow they did it: 
It was claimed by Mr. Thayer, chief of the oil o gas valuation 

section, that in May, 1922, an oral agreement was en .. ~ Into- · 

R t-member, now, that was in May, 1922--
between the representative of the oil and ga;; valuation section and the 
taxpayer that 1n consideration or the waiver by the taxpayer of an 
unsubstantiated claim of some description, of which there is no record, 
the taxpayer would be permitted to file amended returns for 1918 and 
subsequent years, in which development cos ts would be deducted as 
current expense. 

They had had the benefi t of the other course up to 1918, 
getting the benefit as they decided. First, they decided to 
capitalize these costs. They did that as long as it was profit
able, and when the profit would turn the other w.ay they 
reversed the procedure, contrary to law and regulatiOn, and 
made both of them work, as far as some of the officials of 
the bm·eau were concerned. They bad to have an excuse to do 
that. They had to have some reason for it. They wanted to 
file a mended returns and get their action reversed so as to 
make this something over $3,000,000 ; and as an excuse. they 
concocted the scheme of having one of the employees-it was 
Mr. Thayer, the chief of the oil and gas valuation section
make an oral agreement, of which there · is no record. The 
only thing we know about that oral agreement is that in con
sideration of some things which are not told, which may never 
have existed, they were going to be permitted to file amended 
retm·ns, absolutely illegal, absolutely contrary to any warrant 
of law. They filed the amended returns, however; and so 
afraid were they of getting into h·ouble over filing those 
amended returns that they never signed them. As a matter 
of law there never was an amended return, because to be a 
return the paper must be signed and swo~·n to by somebody ; 
otherwise, it is nothing but a scrap of paper. But these 
amended returns were not sworn to. They were not even 
signed. Did anyone know about what was going on there? 
No; it was done in secret. We never would have found it out 
if it bad not been for this committee. 

This would set a precedent under which other taxpayers could sus
tain claims for refunds to the amount of approximately $25,000,000 
(Exhibit 12). (2825.) On September 1, 1922, the taxpayer was noti
fied tbat such amended returns would be received. 

On May 7, 1923, the taxpayer filed unsigned amended returns, in 
which development expenses were treat ed as capital charges (2806 ) . 

On June 9, 1923, the rules and regulations section ruled that the 
amended returns, changing the development costs from capital to 
e:xpen ·e charges after the taxpayer had elected to capitalize such costs, 
could not be received. 

l\1ark you, the rules and regulations section ruled that that 
could not be done. Of course, it could not be done. Of course, 
it was a violation of law. In the first place, their amended 
rrturns, unsigned, unsworn to, would not justify them in doing 
anything, even though the act that they wanted to do bad been 
legal. But it was illegal. It was a violation of the regula
tions. It was a violation of their own election. They sought 
to have it done without filing anything except what they called 
unsigned retmns. 

Let us follow this case. It is like a lawsuit, although it is 
being tried behind closed doors. Mr. Thayer, an unimportant 
employee, decided that the Standard Oil Co. of California 
could make a change in their returns which would yield them 
a benefit of something over $3,000,000 in taxes. lie said it 
was an oral agreement, and in accordance with that agreement 
they had filed unsigned amended returns, which Thayer said 
would be all l'ight. · 

Mr. SMOOT. They never got the refund, however. 
Mr. NORRIS. Not yet. They probably would have had it 

if it had not been for this committee. 
Mr. SMOOT. They would not. 
Mr. NORRIS. They probably would have gotten it if it had 

not been for publicity, although it was contrary to the ruling of 
the commissioner himself, and of the solicitor, as I shall show. 

On June 9, 1923, the rules and regulations section ruled that 
they should not be allowed to file this amended return and 
could not get this money back. On July 9 the solicitor sus
tained the regulation. He held that, as a matter of law, that 
could not be done. That should have settled it, should it not? 
It would have settled it if it had been out in the open day, but 
it did not settle it behind closed doors. 

On September 10, 1923, Mr. Thayer-

The man who told them originally they could do tills
recommended that, notwithstanding the solicitor's ruling, the regula
tions, and all former precedents, the case be closed on the basis of the 
amended returns. 

What do Senators think of that? Would that ever have 
taken place if there had not been secrecy there? Would any
body have dared to take that course? Would anybody for a 
moment have thought that such n thing would take place if 
there had been publicity? 

:Mr. REED of Pennsylvania. Mr. President, w1ll the Senator 
yield for a question? 

Mr. NORRIS. Yes. 
1\Ir. REED of Pennsylvania. In the first place, I understand 

they never did get their money, in spite of all this se~recy. 
Mr. 1\0RRIS. I am coming to that. Do not worry about 

that. 
Mr. REED of Pennsylvania. In the next place, I am wonder

ing how the Senator thinks his flmendment providing for 
publicity of returns would make public the auditing such 
as he is talldng aLout here. 

Mr. NORRIS. I am coming to that. I will take that up, 
too. I am glad the Senator called my attention to that, for 
I might have forgotten it. If I do forget it, I hope the Senator 
will call my attention to it again, because I do not want to 
overlook that matter. There is quite a point in it for pub-
licity. • 

Senators are anticipating me. They say, "Why, they did 
not get the money." They have not gotten it yet, it is true. 
But they do not say anything about this thing going on in 
secret. Nobody comes out, even in the Senate, and says, "It 
was all right to do that kind of business in secret." Nobody 
says that we would ever have known anything about it if it 
bad not been for this Couzens committee. Now we have it, 
that the solicitor, as a matter of law, bas disapproved it and 
said it could not be done, and this employee, Mr. Thayer, away 
down below the solicitor, recommended that, notwithstanding 
the solicitor's ruling, notwithstanding the regulations, notwith
standing all former precedents, " this case be closed on the 
basis of the amended returns." · In other words, this secret 
tribunal, this man doing business for the public in secret, said, 
"Give them this money, even though it is a violation of law, 
even though it is a violation of every precedent, even though 
it goes contrary to the opinion of the solicitor himself." · 

Mr. SMOOT. Mr. President, the Senator knows, does he not, 
that all claims over and above $50,000 have to go to the 
solicitor? 

Mr. NORRIS. Do not get off on that tangent. 
Mr. Sl\100T. It is not a tangent; it is a fact. 
Mr. NORRIS. Of course, it is a !"act, but it has nothing 

more to do with this case than a last year's bird's nest. 
Mr. SMOOT. There is no man--
Mr. NORRIS. Let us keep to the text. Let us stay with 

this case. 
Mr. SMOOT. If the Senator does not want to yield, that is 

all right. 
Mr. NORRIS. Of course, I will yield; but I am not going 

to yield to the Senator to talk about the weather. 
Mr. SMOOT. The solicitor is not the weather. 
Mr. NORRIS. I am not going to have my attention dis

tracted from the Standard Oil- case, about which I am tal_king. 
Let us get through that, and then we will talk about anything 
else the Senator wants to talk about, even about the inspira
tion of the Holy Scripture. 

Mr. Greenidge concurred in Thayer's recommendation. 
On September 29, 1923, Mr. Bright, Deputy Commissioner in charge 

of the Income Tax Unit, with all the facts before biro, ot'dered the case 
closed on the unsigned amended returns. 

We are getting up a little higher. We have gotten up now 
to a deputy commissioner. He orders this done; in secret, it 
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is true. Would he bave done that if there had been publicity? 
I do not believe be would. I do not believe he would have 
said, "Violate the order of the solicitor; violate every prece
dent; violate the rules; but allow this thing to be done." He 
would not haYe dared do that if be bad bad to act in public. 
Dut he was acting in secret, and so Thayer said: 

We will do this anyway, no matter what the law officer says, no 
matter what the regulations are; we are going to give the Standard 
Oil_ Co. this money. 

Then they notified the taxpayer that 1t was going to be done. 

The amended returns were audited and resulted in a certificate of 
overa essment for a refund of $3,378,921.35. 

That is the moLey that was involyed in this secret trans· 
action. 

In accordance with the regulat· procedure this certificate of over· 
assessment, involving more than $50,000, was sent to the solicitor for 
his approval. 

Now, it gets back to him the second time. 
The solicitor, :M:r. Nelson T. Hartson, in a memorandum to 

Deputy Commis loner Bright, under date of January 29, 1924, 
~ays: 

This certificate results from permitting the company to file amended 
returns in which there is charged to expense various items thereto
fore capitalized. 

This office in a memorandum to you, under date of July 9, 1923-

He w1·ote this in January, 1924-
held that as a matter of law this could not be done, and for that 
reason the certificate is returned to you without approval. 

It is understood, however, that the proposed adjustment has been 
discussed with the commissioner and you should dispose of the case 
as directed by him. File is her~w1th returned. 

This brought the case to the attention of the commissioner 
himself, whose action is shown in the following memorandum. 
This is dated February 20, 1924: 

My attention has been called to your letter of September 29, 1923, 
In regard to the Standard Oil Co. of California, wherein you advise the 
company that its amended returns for 1918 and subsequent years in 
which intangible development items previously capi14tlized or charged 
off to expenses will be accepted, and notifying them that their case 
will be audited on that basis. 

I think your letter is in error. It appears that you based your letter 
on some verbal understanding had between the collferees of the natural 
resources division and the representatives of the company. Any verbal 
understanding of an important matter llke this is most unfortunate, 
and I do not feel that the bureau can be bound by it. In the first 
place, a matter of so much importance should be reduced to Wliting; 
in the second place, while great weight is given to agreements on the 
part of conferees, their agreements are not binding, and no agreement 
can be binding unle s it is approved by the commissioner. 

This matter was called to my attention some months ago, and the 
faets as presented indicated that perhaps the understanding between 
the taxpayer and the conferees should be carried out, but a thorough 
investigation of the file convinces me that this would establish a dan
gerous precedent and should not be done. You will therefore please 
notify the taxpayer. 

D. H. BLAIR, Commissioner. 
Listen to this : 
Notwithstanding the foregoing memorandum of. the commissioner 

the two rulings of the solicitor, the ruling of the rules and regulation~ 
section, as well as all of the published precedents, Mr. Greenidge, as 
late as November 26, 1924, did not acknowledge defeat in his efrort to 
secure this refund of over $8,600,000 for the Standard Oil Co. On 
Kovember 26, 1924, Mr. Greenidge--

A Government official, acting behind closed doors-

writes Mr. Bright as follows: 
November 26, 1924. 
In re: Standard Oil Co. ( Cautornia), San Francisco, Calif. 
Mr. J. G. Bright, 
Deputy commissioner. 
With reference to the still undecided question-

He says it is undecided. It had been decided twice by the 
solicitor; it had been Cl.ecided once by the commissioner him
self, the head of them all; it was contrary to every precedent 
that had ever been set up in the bureau; it was a violation of 
the rule, as everybody admitted, and yet this man Greenidge 
said it was still an undecided question. 

With reference to the still undecided question of whether or not this 
company should be permitted to file amended returns in which develop
ment costs preYiously capitalized are charged to expense, your attentioD 

is innted to the attached copy of a recent recommendation from the 
solicitor's office, particularly to issue No. 4. 

In the case of the Standard Oil Co., a certain part of its income iF
impounded e~ch year from 1914 to 1920. It appears, therefore, under 
the solicitor's recommendations ref.erred to, that this company might 
file amended returns reporting these impounded funds as income for 
the year in which they accrued. The adjustment necessary to file these 
amended returns would be relatively small, as the amount of funds 
impounded is not large, but once the right to file amended returns on 
any basts is conceded n precedent would be established for accepting 
amended returns for 1918 and subsequent years in which adjustment 
would be made not only for impounded funds but also for the change 
from capitalized development costs to expensed development cost. 

It is suggested that this matter might be discus ed informally with 
the solicitor. 

Think of that ingenious proposition, where the commissioner, 
where the solicitor, where the bureau, where everybody had 
ruled against Mr. Greenidge. It does not appear that there is 
any way for the Standard Oil Co. to get this $3,000,000, and 
yet he does not give up. He says: · 

Here is a thing that might be used for the purpose of giving them the 
right to file amended returns. It is not of much importance, it is true ; 
it does not amount to anything; but if you can ever get it established 
that they can file amended returns, then they can put in the very 
things which have been rejected and get the money back. 

The committee says : 

This memorandum is conclusive evidence of a most deplorable situa· 
tion in the Income Tax Unit. Mr. Greenidge had sole charge of all of 
the work of determining the allowances for depletion, amortization, 
values of natural resources for invested capital, and profit and loss 
purposes. That this vast responsibility and authority should be vested 
in a man who is even capable of recollJIDending that a taxpayer 
should be permitted to open the door to the opportunity to claim lm· 
mense deductions under the subterfuge of filing amended returns for 
the purpose of reporting as additional income an inconsequential amount 
of impounded funds shows a most dangerous situation. 

Does anybody think that that does not tend toward fraud? Is 
there any lawyer who ever had anything to do with fraud who 
will not admit that that is evidence of fraud? If it means any4 

thing on earth it means the deepest kind of fraud. It goes to 
indicate that there is corruption and that there is collusion by 
a Government official with the Standard Oil Co. on the outside. 
I do not see how anybody can deny it. 

No further action

Said the committee-
is taken in this case until January 19, 1925, when the deputy com· 
missioner -instructed Mr. Greenidge and the bead of the consolidated 
audit section to a sse s the deficiency of tax for 1917, unless proper 
waivers are received before the statute of limitations runs (2830). 

Notwithstanding the orders of the commissioner and the deputy 
commissioner, this case ·apparently went to audit with depletion de
termination based upon the amended returns, because on April 18, 19~5, 
L. T. Lohman, head of the consolidated returns division, advises the 
deputy commissioner that he can not proceed with the audit until the 
receipt of the engineer's report. 

Think of it. Notwithstanding all this, they were still allowed 
to file amended returns. Notwithstanding the fact that the high 
officials bad denied the right, the e subordinates went on just 
the same. I suppose if the commissioner did not know it and 
the solicitor did not know it it would have gone on and the 
company would have received the money. The commissioner 
and the solicitor assumed their orders had been obeved · that 
when the solicitor said, "It is illegal, and yo_u can n"'ot do it," 
when the commissioner said, "It is illegal, and you can not do 
it," and when the rules said, "It is illegal, and you can not do 
it," their subordinates would carry out the decision and the 
rules-but they did not do it. They took the amended retw·ns. 

On April 30, 1925, Mr. Thayer, chief of the oil and gas valuation 
section, sent a memorandum to Mr. L. H. Parker, chief engineer for 
this committee, which concludes with the following statements (2832) : 

" Inasmucb as the taxpayer has had already three letters, each con
tradicting the previous one, it is believed to be good policy to take no 
further action until the offices of the bureau are in accord, · to the end 
that there shall be no further reversals of actions taken. The proper 
action to be taken is now a matter of discussion between tbe engineer
ing and audit dtv1sions. 

"This is not a matter of law, but a matter ot interpreting the r<'gu
Iations, and there are good and valid arguments on both sides. More
over, it is purely an interoffice argument over an open case." 

That is Mr. Thayer. He wrote that memorandum after 
the Couzens committee was appointed, I presume, knowing tllat 
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it was going to get to the committee. He said there were 
three contradictory letters, and that is true, because Thayer 
himself, to begin with just a minor official, wrote the Standard 
Oil Co., "You can have it." The solicitor said, "No," and after 
it had gone to Greenidge he said, "You can have it," and then 
the commissioner said, "No." These minor officials on three 
different occasions have written the Standard Oil Oo. of Cali
fornia that they could file amended returns, although in every 
instance they knew that their superior officers had decided 
otherwiNe. 

Said the committee: 
Thus, in spite of the fact that the solicitor has twice ruled that the 

taxpayer was bound by its election to capitalize its development 
charges, and both the commissioner and the deputy commissioner have 
formally ordered the case closed on the original returns, the chief of 
the oil and gas valuation section still conslders the question open to 
be settled by discussion between the engineering and the audit divi
sions. 

The examination of the work in the engineering division of the 
Income Tax Unit has convinced this committee's sta.fr that nothing 
is considered settled by Mr. Greenidge until the taxpayer is satisfied, 
notwith tanding the Commissioner of Internal Revenue, and that this 
principle governed the work of the oil :md gas valuation section under 
Mr. Thayer. 

I wish Senators would listen to this because it is very 
important. They did not get the money in this case because 
it had to go through the hands of the solicitor; but, said the 
committee-

Had this case involved a claim in abatement instead of a refund 
it would not have gone to the solicitor for approval, and the solicitor's 
failure to approve would not have brought the case to the attention 
of the commissioner. 

Just think of that! If it had been a case involving a 
claim in abatement instead of a reftmd they would have 
received the money through the action of a man in the 
bureau who was little more than a clerk. But because it was 
a refund it had to go to the solicitor, and they could not over
rule the solicitor when he said it was illegal except by an order 
from the commissioner, and the commissioner sustained the 
solicitor. 

Inasmuch as the taxpayer has now filed a claim for a credit against 
other taxes the allowance does not now depend upon a refund requir
ing the solicitor's approval. 

Listen to that, Senators. They are going to get it anyway 
~hout the solicitor or the commissioner ever finding it out, 
or would have gotten if if it had not been for the Couzens 
committee. 

Inasmuch as the taxpayer bas now filed a claim for a credit against 
other taxes, the allowance does not now depend upon a refund, re
quiring the solicitor's appro>al (2832). The above quotation from 
Mr. ;1-'bayer's memorandum to Mr. Parker shows that the oil and gas 
section did not regard either the solicitor's rulings or the commis
sioner' order as binding upon him, and if the chief of the audit 
division can be induced to pass the claim, it can be sUpped by the 
commissioner without his attention being called to it. 

We belleve that this case warrants a serious doubt as to whether 
the work of the engineering division is under the actual control of 
the Commissioner of Internal Revenue. 

Mr. President, it seems to me that we ought to pause for a 
moment when we have that kind of a condition before us, 
a case the commissioner has denied and in which the solicitor 
has rendered two opinions both saying it was illegal, and yet 
some inferior official of the bureau instigating a method by 
which he tells the taxpayer how he can get around the deci
sion and the opinion. Would that happen 1f the business of 
the Government were transacted in public? 

The Senator from Pennsylvania [Mr. REED] asked me 
a while ago what that had to do with the amendment that is 
pending. It has everything to do with it. If the amendment 
were adopted the filing of the amended return and of the 
origil1al return would be public. The first return would show 
that the develop~ent expenses had been capitalized. The 
amended return for subsequent years, when it is ·profitable to 
take the other course, would show that they were considered 
as expenses instead of being capitalized. It would appear 
from the face of those two returns that the Standard Oil 
Oo. of California u ed one method when the tax was easiest 
for them, and when to apply that same method in a subse
quent year it would increase their taxes they switched around 
and used the other method. All that would appear on the 
fare of the returns themselves. Moreover, the amended return 
was never sworn to and it was never signed. That fact 
would be published and the public would know it. · 

I think the amendment has a very important bearing on the 
particular case under discussion, but if the provision of the 
amendment had been the law and those transactions were 
going on the incident never would have occurred. No man 
would have dared to take the course that Mr. Thayer and 
Mr. Greenidge took in the Standard Oil case to help the 
Standard Oil Oo. get from the Government of the United 
States more than $3,000,000 in taxes w~ich it justly owed the 
Government. 

Remember, that case is still pending. If Greenidge's acl¥ire 
is followed, they are going to get that money unless the pub
licity which came from the Couzens committee has stopped it. 
It may be, now that the attention of Commissioner Blair has 
been called to it publicly, that they will not be able to carry 
out the scheme, but if there had been no publicity, even though 
they had failed all the way through to get an illegal claim 
allowed, they would have carried it out through the method 
Greenidge suggested and it never would have come to the atten
tion of the commissioner or the solicitor, but would have been 
paid without their knowledge. 

Mr. President, I have been advised many times by respon
sible parties since the pending bill has been before the Senate 
that, regardless of conditions which exist in the bureau, an 
employee dare not divulge the fraudulent conditions that exist. · 
In the first place, he is reminded of the secrecy clause of the 
statute. In. the second place, the system of espionage and pun· 
ishment by the superior officers, if he discloses fraudulent con· 
ditions to anyone other than his superiors, is constantly a com
pelling reason why he should remain silent. I know, Senators,. 
that this kind of evidence is not satisfactory. I know that if 
I say a certain condition exists in the bureau, but that I can 
not give the name of my informant, it is not very satisfactory 
evidence. I ought to be able to give the name of the man and 
tell who it was that gave me the information. I know that I 
ha\e bad brought to my attention the knowledge of some em
ployees down there and have asked them to come to my office. 
One e\ening I had arrangements for three to be there, but 
none of them came. They sent word and told me why they 
could not come. I do not mean to say the bureau is honey
combed with men who are dishonest-not by any means. There 
are many honest, patriotic men down there trying to do their 
duty, but they are handicapped by this secret method of doing 
the public business, and they dare not come to me or to any 
other :Member of the Senate and tell the truth about. what is 
going on there, because they at:e afraid they would lose their 
positions if they do. Then, too, when they do that they have 
violated the law, because w·e have a law against it. They have 
not any right to do it. It is a condition that it seems to me 
is unbearable in any free country. 

Now, I wish for just a moment to consider-! am not going 
into it in detail, because the Senator from Michigan [Mr. 
CouZENS] is so much better qualified to handle the matter than 
am I-the views of the minority of the so-called Couzen's com
mittee. I tried to bring this out when the Senator from Ken
tucky [Mr. ERNST] was readi:ng the views of the minority, but 
he would not yield to me to do so. On page 20 of those 'iews 
the committee in defending the secret methods which are going 
on in the Internal Revenue Bureau states near the bottom of 
the page : 

Not only have these rulings of general application been published, 
but the bulletins in which rulings are published have contained for the 
last two years a statement on their covers as follows : 

"No unpublished ruling or decision will be cited or relied upon by 
any officer or employee of the Bureau of Internal Revenue as a prece· 
dent in the disposition of other cases." 

In the first place, Mr. President, I wish to call attention to 
the fact that the minority of the committee jump at the very 
first opportunity when they are able to show that there is 
some publicity down there. Why do they do that? Why do 
they call attention to the fact that there is some publicity 
clown there? If they ara right in their contention, they ought 
to be arguing the other way and saying, "We criticize the 
bureau because there is a little publicity." They ought to 
close the doors and have no puhlhj.ty; but at the first oppor
tunity afforded to show that there 1s some publicity, they say: 

Not only have these rulings of 8-eneral application been published, 
but the bulletins in which rulings are ~ublished-

They published some of their ruling ; that is very true
have contained for the last two years a statement on their covers as 
follows: 

"No unpublished rnllng or decision will be cited or relied upon by any 
omcer or employee o! the Bureau of Internal Revenue as a precedent 
1n the disposition o! other cases:• 
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There Is an admission from the bureau itself that there are 
unpublished rulings, but they say those unpublished rulings 
are not used as precedents. There is one of the dangers of 
secrecy. In effect, this little statement from the bureau is, 
11 Yes, we have secret rulings which we do not publish, but we 
do not use them as precedents in the disposition of other cases." 
Of course they do not. Some of them would be too 11 rotten.". 
'l'hey would not use a ruling like that in the Standard Oil Co. 
case ; they would not use a ruling like the one made in the 
chemical ca e, to which I have called attention; they would 
not use rulings such as were made in many other cases to 
which I am going to call the attention of the Senate. No, they 
are secret; and, Mr. President, there is a confession of the 
danger of secrecy. 

There is an admission that they have secret rulings, but they 
are not going to be used as precedents. Of coUl'se not. If 
they were to use them as precedents they would destroy the 
effect of secret rulings. That is the way secret government 
always ends; that is the way secret tribunals always carry on. 
They can not use their rulings as precedents. They are not 
good as precedents. They are themselves violations of prece
dents; they are themselves exceptions to thP. rules; they are 
themselves violations of rules; they are themselves violations 
of law and violations of fact. They are themselves secret rul
ings that give favors to particular interests, to particular indi
viduals and corporations. Of coUl'se, they do not use them as 
precedents. Of course they are secret; nobody knows what 
they are except the employees in the office and the great big 

. taxpayer who gets the money that the Government of the 
United States ought to have. 

l\!r. COPELAND. Mr. President--
Mr. NORRIS. I yield to the Se,nator from New York. 
1\Ir. COPELAND. Does the Senator from Nebraska mean 

that in proceedings before the TreasUl'y Department there is 
discrimination and that certain citizens receive more favorable 
consideration there than other citizens receive? 

Mr. NORRIS. That is just exactly what I mean. That is 
what will always result from a secret way of doing public busi
ness. 

1\fr. COPELAND. Let us make it perfectly clear. 
Mr. NORRIS. I think I made it perfectly clear in these par-

ticular ca es. -
Mr. COPELAND. I think the Senator did make it clear, 

but I want it outside of all future discussion. I want to hear 
from the Senator from Nebraska if he believes that there is 
inequality in the adjustment · of ci.ttims before the Treasury 

. Department? 
Mr. NORRIS. L think so, I will say to the Senator. From 

the history of mankind, from the history of Government, from 
the history of civilization, without saying that the heads of the 
bureaus or departments are corrupt or that they are inten
tio.nally doing anything wrong, I think I am justiiled in saying 
that you can not can-y on a big business in secret and keep 
corruption out. It is an impossible thing and. it never has been 
done. 

Mr. COPELAND. The Senator from Nebraska, of course, 
realizes that now we are not particularly interested in what 
happened in the days of the Roman Empire, but we want to 
know whether what he states is true now, this year? 

Mr. NORRIS. Yes. 
Mr. COPELAND. That thel'e is this discrimination? 
Mr. NORRIS. There is right now in the city of Washing

ton. 
Mr. REED of Pennsylvania. Mr. President, will the Sen

ator from Nebraska yield for a question? 
The PRESIDING OFFJCER. Does the Senator from Ne

braska yield to the Senator from Pennsylvania? 
Mr. NORRIS. Yes. 

not say there was no evidence of fraud, but we stated we 
found no fmud. We specifically stated that we followed up 
no evidence of it. If I did not state it before the committee, I 
so stated in the Senate the other day. 

Mr. NORRIS. There is not any real dispute as to what the 
facts are. There is probably a dispute as to the conclusions 
that have been drawn by different people. 

Mr. COPELAND. Mr. President--
Mr. NORRIS. Just let me finish this statement. The Sen

ator from Pennsylvania [Mr. REED] understands it perfectly 
well. He is a shrewd lawyer, and he knows what the Senator 
from Michigan said. The Senator from Michigan has been lean
ing backward. He said he did not find fraud; they were not 
hunting for fraud, and they never followed up any of these 
things to see whether or not there was fraud. For instance, in 
the Standaru Oil Co. case of California they ne-rer went into 
the question as to whether Mr. Thayer, if that is his name, had 
received money or had been bribed or anything of that kind. 
They were not in1estigatlng in that way; they were not trying 
to run down cases of fraud. So the Senator from Michigan 
states, "We did not find fraud; we were not looking for it; 
that was not what we were after; but," he said, "we did find 
collusion ; we found corruption." 

Mr. WATSON. Oh, no. 
Mr. NORRIS. I think he did. Let him state what he did 

find. He said here before the Senate, "We found collu ion " ; 
and I think he said they had found corruption--

Mr. WATSON. I do not think so. 
Mr. NORRIS. 'l"hat they had found dishonesty and ineffi

ciency. Then he said: "If that constitutes fraud, why, then, 
there was fraud." 

Mr. WATSON. I do not think so. In the fiTst place, I do 
not think the Senator said that, and in the second place we did 
not find it. 

Mr. REED of Pennsylvania. Will the Senator permit me t.o 
state what was said on this subject before the Committee on 
Finance? 

Mr. NORRIS. It has been stated before, I will say to the 
Senator from Pennsylvania. We all know what the Senator 
froi:n Michigan has stated, and I will :field to him to state it 
again if he desires to do so. 

Mr. REED of Pennsylvania. Does the Senator from Nebra ka 
dedine to yield to me? · 

Mr. NORRIS. I will yield to the Senator from Penn ·ylvania 
afterwards. I am going to yield to him just as soon as I get 
through yielding to the Senator fl•om l\1ichigan. I ask him not 
to take offense ; I am going to yield to him. 

Mr. REED of Pennsylvania. The Senator from Nebraska 
will yield to me, who asked him to do so, after he has "first 
yielded to all the Senators who have not asked him to yield. 

Mr. NORRIS. I take it the great Senator from Pennsylvania 
is going to be offended if I do not yield to him now, and I 
yield to him right now. Let him go on and read whate~er he 
wants to read. He is going to read something that is a 
repetition, and which has been stated before, but he wishes 
to do it, and I am going to humor him and let him go on 
and do it. 

l\lr. REED of Pennsylvania. I very much appreciate the fact 
that the Senator from Nebraska should yield to me, Mr. Presi
dent. 

Mr. NORRIS. H&eafter when the Senator from Pennsvl
-vania interrupts we will drop everything else and yield to him 
and everybody else may sit down. 

1\fr. REED of Pennsylvania. The Senator from Nebraska 
seems- to want to yield to all the Senators who have not asked 
him to do so, and I appreciate his finally yielding to me. 

In the hearing before the Finance Committee, on page 73, 
appears this question by myself: 

Now, I am im.pressf'd by the vast discretion which the law has 
intrusted to very poorly paid engineers and officials in ca es that 
involve millions of dollars. You find nothing to Indicate that favoriti m 
was corrupt? 

Mr. MANSON. No; I have never· found anything in connection with 
an amortization case which indicated that any amortization engineer 
was--

Mr. REED of Pennsylvania. Does the Senator know that it 
was stated by coun el for the Couzens committee when he ap
peared before the Finance Committee that in all of these ex
haustive investigations he had come upon no evidence what
ever of corruption on the part of any official of the bureau? 
He also stated that they were not particularly looking for cor
ruption, but he stated that in no case which they had examined 
had they found any indication of anything of the sort. 

Mr. COUZENS. Mr. President, will the Senator yield to Mr. NORRIS. Is that all? Will the Senator let me go on 
me? now? Will the Senator from Pennsylvania let the Senator 

Mr. REED of Pennsylvania. I think I am correct, but if I from Michigan say a few words? 
am not the Senator from Michigan will eorrect me. Mr. REED of Pennsylvania. If the Senator's kindness is not 

Air. NORRIS. I yield to the Senator from Michigan. already strained to the breaking point--
1\lr. COUZENS. I think the Senator from Pennsylvania Mr. NORRIS. No; it is not strained; it is unlimited. 

[Mr. REED] intends to state the facts. I think if he will read 1 Mr. REED of Pennsylvania. Perhaps he will permit me to 
the stenographic report of the hearings before the Finance 1 read another extrac-t. 
Committee-! haYe not a copy here-he will ftnd that we did 1 Mr. NORRIS. .A.lll'ight. 
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Mr. REED of Pennsylvania. Mr. Manson was testifying 

before the committee. I read f~·om page 70 of the hearings, 
beginning J n.nuary 4 : 

Senator REED of Pennsylvania. May I ask one question more? In 
these cases, speaking generally, is the excessive allowance, in your 
judgment due to mistakes of the bureau or is it due to corruption? 

Mr. fuNSON. Oh, I do not maintain it is due to corruption. I do 
not maintain that; get that straight. 

Mr. NORRIS. Whenever there was an indication of fraud, 
the committee ran away from it. They did not follow up any 
of those leads. 

Mr. REED of Pennsylvania. 1\Ir. President, that is not fair 
to the Senator from Michigan. He did not run away from 
anything. 

l\fr. NORRIS. I did not mean what I said in any offensive 
way. They were not looking for fraud. They did not want to 
find fraud. Senator REED of Pennsylvania. I am asking in all sincerity, because 

I am not familiar with the facts. 
Mr. MANSON. Oh, no. 
Senator llEED of Pennsylvania. 

Mr. COUZENS. I would not say that we did not want to find 
it, but I would say that if it could have come to us without 

Have you found any evidence of conducting a grand-jury investigation we would have re
ceived it. 

corruption? Mr. NORRIS. Yes. Fraud, however, does not come to com• 
Mr. MANSON. Oh, no i I haven't any evidence of corruption. mittees in that way. Men engaged in fraudulent business are 
And that is in a bureau that has handled $30,000,000,000 not running around hunting committees to which to divulge 

of tax cases in the last five years. their fraudulent actions. I think everybody understands what 
Mr. NORRIS. Mr. :Manson, though, had not examined actually happened. The committee found many things that led 

those $30 000,000,000 of tax cases. The Senator might ask me to fraud. The Senator from Michigan, however, states-and I 
whether i had found any corruption. I have not been inside presume states with absolute correctness-that when they 
the bureau. He might bring a dozen men to prove the inno- found something that looked as though it was wrong they did 
cence of a client and have them testify, and testify truthfully, not follow it up. They did not try to find out what the end 
that they had not seen the crime committed; that they did might be. They did not go where they logically would ha'e 
not know about it. The Senator from Michigan was not gone and where I think they ought to have gone. So it is not 
looking for fraud. Now, I yield to the Senator from 1\Iichi- right to say they found everything pure and holy in that 
gan and will let him make his own statement. secret tribunal. It is not right to say that there were not 

Mr. COUZENS. Mr. President, in the statement I made on hundreds of leads that indicated that they were going to lead 
Friday last I pointed out just as emphatically as I could that the committee into corruption and fraud if they had followed 
there were many cases presented as to which suspicion them. 
lodged in the minds of at least some members of the com- l\Ir. COPELAND. Mr. President--
mittee. There was an attorney by the name of Hickey who l\1r. NORRIS. I yield to the Senator from New York. 
filed a number of affidavits. Mr. Hickey was a. man who was 1\Ir. COPELAND. Just for a moment, let us put the matter 
for years in the employ of the bureau, but who, as I under- on a little higher plane. Without reflecting at all upon the . 
stand, resigned with a high reputation. He filed affidavits head of the bureau or the Secretary of the Treasury--
of collusion, of fixing, of distributing cases among certain Mr. COUZENS. Mr. President, in that connection will the 
employees where they were satisfied that they could get a Senator yield a. minute? 
favorable decision. There were cases innumerable--and I Mr. NORRIS. of course. 
am going to recite some of them before I get through-that 1\Ir. COUZENS. No one has attempted in any speech or 
made several members of the committee, at least, suspicious statement to reflect on the head of the Treasury Department 
that there had been collusion and favoritism. or the head of the bureau. It is the system of which we are 

We recognized, however, that we were not a grand jury. complaining. 
It was specifically said by the Senator from Indiana [Mr. Mr. COPELAND. That is exactly what I wanted to bring 
WATSON], and I think the Senator from Kentucky [Mr. out, that many of us who are critical of administrative acts 
En.NsT], all of which I concurred with, that this was not a are not seeking to bring any suspicion upon the reputable men 
grand-jury investigation; that we were devoted to the pur- and the honest and reliable men who are in official position; 
pose of finding out what the system was, what the opportuni- but, if I understand the Senator from Nebraska and the Sena
ties for corruption and collusion and favoritism were. We tor from Michigan, it has been clearly demonstrated that there 
specifically said that we followed up not a single one of these are inequalities in dealing with individuals; that some are 
inferences, and there were many inferences. We never even dealt with on one basis, and some on another. If that is true, 
called to the witness stand Mr. Hickey, who filed several sworn it is a serious reflection upon the Treasury Department; and 
affidavits. We did not even call the men who he suggested were that, as I understand, is the charge made by the Senator from 
corrupt. We made no attempt to catch individuals, because Michigan and the Senator from Nebraska. Their position is 
in the first place, as I stated, we were not a grand jury, fl.nd that there should be such a reform in the administration of 
in the next place to have discovered corruption and collusion the affairs of the department that rules and regulations will 
among those individuals would have been no benefit in correct- be formulated and published so that any citizen, without the 
ing the system. intervention of a high-priced lawyer, may know that he can 

I think that is a fair statement. I can not say whether go to the department and have exactly the same fair and 
the Senator from Indiana, who sits near me, concurs in that square treatment that every other citizen gets. If I under
statement or not. I do not know whether he has the same stand the Senator from Nebraska and the Senator from l\Iichi
things in his mind that I have in mind. I do know that none gan, the situation is such that men are not treated equally in 
of us at any time attempted to follow up individual allega- the department. 
tion • of fraud, either in the investigation of the Internal 1\Ir. NORRIS. That being h·ue, some men would say, "That 
Revenue Bureau, the Income Tax Unit, or the Prohibition is fraudulent; that is coiTupt," and some men would say, " Oh, 
Unit. So far as the Prohibition Unit is concerned, hundreds no; that is only a mistake." Have it as you please, call it by 
of charges of fraud and corruption. were filed with us, and I any name, the facts, as far as this committee have developed 
never even submitted them to the committee, because I un- them-and they admit they have not gone to the end-are per
derstood that the disposition of the committee was not to go I fectly plain, I think. 
into these individual fraud cases, and we did not do that. Since we have been talking about this matter I notice that 

1\fr. REED of Pennsylvania. 1\Ir. President, I am glad the the junior Senator from Utah [Mr. KING] has come into th~ 
Senator mentioned :Mr. Hickey, because it gives me an oppor- Chamber. He is a member of this committee. I will say to 
tunity to correct a misstatement I made the other day. I had the Senator that there has been a dispute going on here as 
understood that he was discharged from the bureau and I re- to whether this committee found any evidences of fraud, or 
ferred to him in that way. He has written me to say that that whether they found everything beautiful, or whether they 
is an error, that he was not discharged, and I am only too glad found things cr:ooked, and if so how bad, and how far they 
to make this statement as publicly as I made the other one. went into that, and what was their conclusion? I should like 

As for the Senator's statement, he has stated the facts exactly to ask the Senator from Utah if he has any impression from 
as I understand them. The committee was not a pack of .de- their investigation as to whether there is anything wrong down 
tectives. It was not trying to run down crime. I understand here in this secret bureau? 
that; but it did examine very thoroughly into the workings of Mr. KING. 1\Ir. President, I have not heard the discussion 
the bureau, and I was impressed by the fact that it found no which has taken place this morning; but, answering cate
evidence that to its mind was conclusive of corruption, although gorically the question just submitted by the Senator, I have 
I fully underst..<tnd that it did not go into all the clues that it no hesitancy whatever in stating that the bureau had a num-
might have followed. ber of employees who were ·corrupt, some of whom have been dls-

l\Ir. NORRIS. Why, of course. charged, some of whom have been arrested, and a. few of whom, 
Mr. COUZENS. The Senator from Pennsylvania is correct. as I understand, have been sent to the penitentiary. It had a 
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large number of employees who obtained information in regard 
to assessments, some of which were improper-not through any 
fraudulent purpose upon the part of anybody-and which, as 
soon as auditation occurred, would have been discovered and 
a refund or an abatement would have been made. They 
promptly resigned, or in a few instances communicated their 
discoveries to some confederates upon the outside, and they 
sought the taxpayer against whom the assessment was levied 
which was not legal or not proper and got from him a con
tract for a large percentage of the tax in the event of their 
being -able to secure an abatement. They did not really do 
anything, because, as I said, as soon as the error was discov
ered by the responsible officials of the department the abate
ment was made. 

There has been a good deal of looseness. There have been 
many irregularities. I think that in the mineral division 
there was gross careles ness. I think that the conduct of many 
who were connected with assessments was of such a character 
as to justify the charge that they were guilty of a failure to 
discharge their duty, and, while I shall not say that they 
accepted money, their conduct was such as to relieve the 
taxpayers of the payment of taxes which they justly should 
have paid to the Government of the United States. 

Mr. NORRIS. Does the Senator think those instances in 
the aggregate amount to a great deal of money? 

Mr. KING. Undoubtedly. 
Mr. NORRIS. How much? 
Mr. KING. Take the matter of amortization: In my opinion 

the illegal amortization allowances will aggregate more than 
$100,000,000. I have not any doubt in the world that allow
ances have been made with respect to oil depletion and dis· 
covery depletion in the copper mines amounting to several 
hundred million dollars. 

Mr. NORRIS. Have there been any irregularities in the 
handling of individual income-tax returns? Did the Senator 
go into that? 

Mr. KING. Only to a limited degree. I was not at all 
satisfied with the returns of several publishing corporations. 
I shall not mention their names. I was not satisfied with some 
of the returns which were made by individuals as stockholders 
of corporations ; and I think a careful examination of the 
records of the Internal Revenue Bureau will convince anybody 
that there have been misdeeds, irregularities, great careless
ness, great looseness upon the part of officials, which have 
resulted in losses to the Government. I want to say, too, that 
the methods employed have resulted in improper levies upon 
taxpayers, and some taxpayers have been called upon to pay 
more than they should have paid. I do not say that there was 
any fraudulent purpose there; but my criticism is of the 
method which was employed, the failure to adopt a uniform 
policy, the failure to understand the rules and regulations, 
the failure to have proper supervision. 

What is needed in the department more than anything else 
is supervision. If they will discharge about one-third of the 
employees and then get competent supervisors, many of the 
evils to which reference has been made and which were un
covered in the report will be obviated. 

May I say to the Senator that the committee of which the 
Senator from Michigan [Mr. CouzENS] was the chairman has 
only touched the surface. I do not mean that any inferences 
adverse to anybody shall be drawn from that statement. I 
merely state that the matters to which we directed attention 
were only a fraction of the matters which, in my opinion, 
should receive the attention of some commission appointed by 
the Government. 

Mr. McKELLAR, l\fr. SIMMONS, Mr. REED of Pennsyl
vania, and Mr. McLEAN addressed the Chair. 

The PRESIDING OFFICER. Does the Senator from Ne
braska yield; and if so, to whom"? 

Mr. NORRIS. I yield to the Senator from Pennsylvania, 
although several other Senators addressed the Chair first. 

Mr. REED of Pennsylvania. Mr. President, I am fully ap
preciative of this unusual genero ity on the part of the Senator 
from Nebraska. I am almost but not quite overcome. 

Mr. NORRIS. I hope the Senator gets through it alive. 
.Mr. REED of Pennsylvania. Yes; I think I can last for 

two minutes if the Senator bas lasted three hours and three
quarters. 

I desire to ask the Senator from Utah, who has given us 
facts as a change from philosophy, whether he thinks the con
ditions of which he speaks would be remedied by making all 
income-tax returns public? 

Mx. KING. Mr. President, I confe s that I dislike to argue 
that question now ; and yet I will ..,ay this, because my friend 
is always so frank and my relations with him are so cordial, 
and I esteem his judgment so highly: 

I am in favor of publicity. I believe that publicity is cal
culated to produce upon the part of officials greater care and 
greater scrutiny. I believe that it will relieve the taxpayer, 
if I may use that expression, of suspicion, and will satisfy 
the public, even though they never should go there to examine 
the returns, that things are going along in a proper way. .As 
the Senator knows, the p ychologoy of publicity has a whole
some effect, and much of our conduct in life as private indi
viduals and as officials is the result of psychology. We act 
from psychological reasons oftentimes rather than from ra
tional and puTely intellectual reasons. 

Mr. REED of Pennsylvania. Mr. President, it would inter
fere with efficiency, would it not, to throw all these returns 
open to the public and have them handled and being con
stantly withdrawn by examiners from the public, just when 
the examiners of the bureau wanted to work on them? 

Mr. KING. Yes. 
Mr. NORRIS. I still yield to the Senator from Pennsyl

vania. 
Mr. REED of Pennsylvania. I am afraid of overdoing the 

Senator's courtesy. 
Mr. NORRIS. The Senator can not overdo it. 
1\Ir. KING.. Will the Senator from Nebraska yield so that I 

may make answer in addition to merely saying " yes " ? 
Mr. NORRIS. Yes; I yield. 
l\Ir. KI!\G. I have no doubt that if the public to any great 

extent should avail themselves of the opportunity, if we should 
pass a law of that character, to visit the tax unit and ask for 
the returns of A and B and C and search the records, that it 
would interfere to a considerable degree with the activities 
of the department, with their efficiency. If publicity is per
mitted-and I shall vote for it-it should be only under 
reasonable rules and regulations, and at such times and under 
such circumstances as would reduce to the minimum any 
interference with the activities of the department. I think 
that could be accomplished. I shall not, of course, trespass 
upon my friend from Nebraska to outline how that might be 
done. 

1\fr. SIMMONS. Mr. Pre ident, will the Senator from Ne
braska yield to me to ask the Senator from Utah a question? 

Mr. NORRIS. I yield to the Senator from North Carolina. 
Mr. SIMMONS. The Senator from Utah is a member of the 

so-called Couzens committee. He is also a minority member 
of the Finance Committee. 

Mr. KING. Under the leadership of my friend from North 
Carolina. 

Mr. SIMMONS. The Senate has had under discussion this 
morning for the paRt two hours, I should say, the disclosures 
of the Couzens committee's investigation. I wanted to ask the 
Senator if it was not true that the minority members of the 
Finance Committee, in the di cussion of their attitude toward 
this bill, did recognize that the situation created by the report 
of the Couzens committee, as to its investigations, required 
some notice in this bill, and if it is not true that we did discuss 
the question of how we could reach the evils that we wish to 
remedy in this respect; and if, as the result of that discus
si<)n, in large part, we. did not adopt section 1203, creating a 
commission; and if that section was not drawn chiefly by the 
Senator from Utah, the Senator from New Mexico [Mr. JoNES], 
who was also a member of the Couzens committee and of the 
Finance Committee, and Mr. CouzENs himself, with a view, as 
we understood, and as I think they understood, that it 
was the desire of the committee that such section should be 
made as comprehensive and as complete as possible to effect 
the result which the committee had in mind. I ask the Senator 
if in these questions I have not correctly stated what took 
place? 

lli. KING. Mr. President, may I have time briefly to reply? 
Mr. NORRIS. The question, of course, is a very short one, 

and I suppose the Senator will not take much time to answer 
it. I yield to the Senator. 

Mr. KING. Mr. Pre ident, I do not like to attribute motives 
to any person. I think-and I believe this is a proper inter
pretation of the conduct of the majority, and I would not do 
them an injustice for the world-the majority believed that the 
situation in the department was such, in view of the report and 
in view of the facts of which they were cognizant, that it 
would be for the best interests of the public service to create 
a commL<:> ion, representing the legislativ-e branch of the Gov~ 
ernment, authorized to go into the tax division, and to be there 
con tantly if the Finance Committee and the Ways and Means 
Committee desired that it shouhl be, for the purpose of ascer· 
taining just the modus operandi, just what was being done, 
how the law was being aclministered. whether favoritism ex• 
isted, whether there was any discrimination, and to make recom-
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menda.tions for remedial legislation to correct any abuses and 
any WI'ongs which were found there. 

Mr. SIMMONS. And to investigate any cases. 
Mr. KING. And to investigate any cases. I am sure the 

majority feel that that course was right; and I want to say 
if I may have just one minute more, that in making the state· 
ments which I have made criticizing the department I have 
acted wholly impartially. Democrats have been as much at 
fault as Republicans, and some of the officials there whom I 
have criticized are Democrats. It is not a party matter. · It 
is a condition largely superinduced by reason of the war, sup
plemented by rea on of the vast accumulation of returns and 
the chaos which followed the failure to have a proper organi
zation, and the drifting into the service of many men of a low 
moral character. 

Mr. NORRIS. Mr. President, I ask the Senator if he could 
not add to that that in addition the evil is superinduced by the 
secret handling of the work? 

l\lr. KING. I am in fayor of a law that will give publicity 
in a proper way, and under proper restrictions and regulations, 
of the returns and the actiYities of the department. 

Mr. SIMMONS. Mr. President, the amendment referred to 
pro·ddes that the commission shall report the results of their 
inYestigations and their findings to the committees of the 
two Hou~es and to the two Houses themselves. 

M:r. KING. If I have trespassed too much on the time of 
the Sl?nator from Nebraska, he must be to blame, because he 
asked me to answer the question. 

Mr. BORAH. l\Ir. President, I want to ask one question of 
the Senator from Utah. 

The PRESIDING OFFICER. Doe the Senator from Ne
bra ka yield to the Senator from Idaho? 

l\lr. XORRIS. I yield to the Senator. 
Mr. BORAH. Does the Senator think that the proVIsiOn 

which was adopted, to which the Senator from North Carolina 
has referred, is ufficient to bring about publicity? 

1\lr. KING. No. 
l\lr. SIMMOXS. ~r. President--
1'he PRESIDING OFFICER. Does th-e Senator from Ne

bra. ·ka further y:eld to the Senator from North Carolina? 
:1\lr. NORRIS. Yes; I yield to the Senator. 
Mr. SIMMOXS. I w-as speaking with reference particularly 

to the cases the Senator has been discussing, disclosed by 
the Couzens committee. 

1\Ir. NORRIS. Now, I yield to the Senator from Michigan. 
::.\Ir. COUZENS. l\1r. President, I want to say, in addition 

to what the Senator from North Carolina has said about 
the Couzens committee, and as to section 1203, which is the 
section creating a commission made up jointly from the 
Ways and Means Committee of the House and the Finance 
Committee of the Senate for the purpose of studying these 
individual returns and complaints, and for the purpose of 
checking up on the administration, I think section 1203 goes 
a lonb way toward reaching the trouble. 

l\1r. SIMMONS. That is the only phase to which I referred. 
Mr. COUZENS. I think that goes a long way; but in my 

remarks Friday I particularly pointed out that I did not be
lieve that even the adoption of the amendment proposed by 
the Senator from Nebraska would be an all cure for the 
trouble. I belieye that the adoption of the amendment pro
posed by the Senator from Nebraska, plus the commission 
provided in se.ction 1203 of the pending bill, ought to bring 
about an ideal condition, or a condition as nearly ideal as 
could be brought about by the minds of men. 

I want to go back for just a moment to what I consider 
the results of this secrecy provision. No one knows better than 
the comm1ttee which went all through these cases about the 
results of these secret conferences. The junior Senator from 
Utah a while ago referred to some publishing companies, and 
I think it is apropos to draw the Senate's attention to a par
ticular case, referred to on page 206 of the committee's partial 
report filed on January 12, 1926. This is one of a group of 
affiliated corporations controlled by Mr. W. R. Hearst: 

On December 31, 1903, the Star Co., of New York, was indebted 
to Mr. Hearst to the amount of $6,119,100.04, representing advances 
made by the latter. A journal entry was made on December 31, 
1903, on the books of the Star Co. closing this account payable into 
surplus. In 1917, after a lapse of 14 years, thls entry was brought to 
the attention of Mr. Hearst by an accountant who investigated the 
books. On Noyember 30, 1917, Mr. Hearst addressed a letter to the 
Star Co. calling its attention to the fact that such entry was unauthor
ized and requesting that the entry be reversed to show the facts. 

In other words, it was first transferred from a loan to capital 
surplus and then taken out of capital surplus and-transferred 

to a loan, so that in case of difficulty the liability of the Star 
Co. to M:r. Hearst would be on a par with the liability the 
company had to other creditors. 

:Mr. Hearst in this letter states: 
"Not only have I never authorized any such entries, but so far as I 

have been able to ascertain no such authorization was given by the 
board of directors of these companies. Nor was there any authoriza
tion of any entries which would in any way affect the credits which, 
prior to the making of the entries referred to, stood upon the books 
in my fa>or and which repre ented moneys advanced by me to those 
corporations." 

In 1918 the taxpayer took up the matter of including this indebted· 
ness in invested capital with Doctor Adams, chairman of the advisory 
tax board, and on March 9, 1918, the latter sent the taxpayer a tele
gram, as follows : 

" Nonlnterest-bearing permanent indebtedness of a corporation repre
sented by loan from sole stockholder without fixed time of maturity 
and not evidenced by written obligation may be treated in the return as 
invested capital as per letter of this date." 

I submit it was against the law and against the statute to 
allow any such action. It. was not permissible to put borrowed 
money into capital account. 

On 1\Iarch 13, 1918, Doctor Adams wrote the taxpayer as 
follows: 

What I meunt to convey by the above telegram is that while I have 
very little doubt about the status of such indebtedness and am willing 
to have the I~eturn of the company concerned made up on the assump
tion that such indebtedness is part of the capital, the question is 
nevertheless one which requires careful legal examination, and we 
must reserve the right to treat this item as a liability rather than in· 
vested capital if subsequent examination or legal precedents proves 
this to bt! necessary. You will be advised, of course, before any change 
of this kind is made. 

Attention should be called to this item in the return of the corpora
tion, and you may state that I have informally authorized its inclu
sion tentatively in invested capital. 

These were all in secret records of the bureau. 
1\Ir. REED of Pennsylvania. Mr. President, will the Sena

tor yield for a parliamentary inquiry? 
The PRESIDING OFFICER. The Senator will state his in-

quiry. 
Mr. REED of Pennsylvania. Who has the floor? 
The PRESIDING OFFICEJR. The Chair will state-
Mr. NORRIS. l\Ir. President, I did not suppose there was 

any dispute about it. I think I have the floor, although if 
somebody objects to my yielding, as I did, to the Senator 
from Pennsylvania and others to make speeches, I presume that 
technically I lose the floor. 

The PRESIDIKG OFFICER. The Senator from Michigan 
has not the floor in his own right, but having been yielded 
to by the Senator from Nebraska, the Chair will rule that the 
Senator from Nebraska has the floor. 

Mr. COUZENS. I proceed with the reading: 
On the above authority the taxpayer included the Hearst personal 

account in its invested capital in submitting its returns for the years 
1918 and 1919. In the audit the item was disallowed as invested 
capital by the Income Tax 'Gnit. The taxpayer protested to the dis· 
allowance in a brief dated November 12, 1921. As a result of this 
protest a conference was held on November 18, 1921, at which the 
question was discussed, but the record does not indicate that a decision 
was reached. 

I want to point out at that point that the taxpayer protested~ 
in spite of the fact that he himself bad required that the item 
be taken out of capital and put into a liability. 

.As the result of this protest a conference---

One of the secret conferences-
was held on November 18, 1921, at which the question was discu sed, 
but the record does not indicate that a deci ion was reached. 

The next .A-2 letter, dated August 11, 1922, to the taxpayer allowed 
this item of borrowed money as invested capital, referring to the above~ 
mentioned conference as authority therefor. There is no other evidence 
in the record to show the authority on which thi item was allowed a9 

invested capital. 

Not to take up the time of the Senator from Nebraska, I 
want to point out that these negotiations created a saving to 
the taxpayer of $1,737,000 just because of the reversal of the 
ruling in private conference and without the law. 

:Mr. NORRIS. Mr. President, I appreciate the parliamentary 
inquiry that was made by the Senator from Pennsylvania [Mr. 
REED] as to whether I had the floor. I would concede as a 
pal'liamentary proposition that I have lost the floor a great 
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many times thls afternoon if strict padiamentary law were 
enforced. I lost it several times through rny courtesy to the 
Senator from Pennsylvania himself, so I was a little bit sur
prised that he was trying to get a parliamentary inquiry 
addressed to the Chair that might have the effect of taking me 
off the floor when I yielded to somebody else. 'Ve have been 
very lax. I am willing that the law should be enforced tech
nically to the limit any time the Senator wants to do it I 
only want it to apply to everybody alike; that is all. 

I run going to take up now some statements contained in an 
affidavit made by Mr. Hickey, a former employee of the Gov
ernment, to whom reference has been made several times during 
the debate. · 

The Senator fl'om Michigan gives him a very good recom
mendation as far as he knows. He has been in the employ of 
the Government for a good while. He has made an affidavit 
and sworn to it in which I think technically he has violated 
the law, perhaps, in disclosing some of the secrets of this 
great secret tribunal by giving information to Members of 
Congress. As I said a while ago, there are many of those who 
refuse to give information because of that law, who refuse to 
o-ive information because they are afraid that if they do they 
~l lose their positions. So when we start in to find out 
something about this great secret tribunal, with endless billion~ 
of the people's money involved, we are confronted with the fact 
that the doors are closed even against Congress, the lawmaking 
body of the counti·y, and we are denied even the information 
that would be necessary to legislate efficiently for th~ manage
ment of that great tribunal. 

Mr. IDckey has made a very interesting affidavit. I realiz(\ 
in readin" from it that it is an ex parte proceeding. I realize 
very fully that be has not been placed on the witness s~nd 
and cross-examined, which e"'ery man who has had anytbmg 
to do with the inve tigation of fraud, or, in fact, any investi
gation, civil or criminal, recognizes is a very important thi?g. 
I realize that when affida"'its of this kind are made chargmg 
irregularities against officials of the Government, perhaps a 
full investigation, even without saying that the perso~ who 
makes the affidavit is intentionally dishonest, might disclose 
that there was nothing wrong. I concede all that. 

But Mr. President as long as we have a great portion of our 
Gover~ment dealing' with the financial tax-paying ability of 
all our citizens. conducting the business of that great bureau in 
·ecrecy, surrounded by the mysteries that always surround 
secret operations of such magnitude, there -is no way that I 
know of to ever break down the great wall of secrecy that 
stands in front of us whenever we try to do anything except 
to use the best evidence we can get. 

I have tried to have personal conversations with some of 
those people. I have tried to meet some of the men who were 
in the bureau and who are now out of it engaged in business 
in this city, one man in particular, whose name would be 
familiar to every Member of this body and who e disclo ures 
gh-en confidentially were conclusions, it is true, but conclu
sions be had reached from his work in the bureau that would 
condemn it more severely than any condemnation that has 
taken place. 

But he did not want his name used and did not want what 
be said used, becau e it would seriously interfere with the 
business in which he is now engaged in this city. I have had 
other people in the bureau tell me that the amendment ought 
to prevail ; that they hoped it would prevail; and that if it did 
not another amendment should be offered-which, as a matter 
of fact, was prepared by employees of the bureau and given 
to me and which I am going to offer if the pending amendment 
fails~whlch gives to every employee in the bureau the right 
to make disclosures to Members of Congress and not to be 
criminally liable if they <lo so. 

That is the dilemma in which we find ourselves. That is 
what some of u , it seems to me, are trying to perpetuate, and 
every year that we perpetuate it we make it worse. 

Every government operated anywhere in the civilized world 
on a basis of secrecy in its public business grows worse and 
wor e and worse every year. There is only one end, and we 
are headed for it if we conduct the business .of our Government 
through secret tribunals. There is no more reason, as I said 
a while ago, why the Bureau of Internal Revenue, that deals 
with dollars and cents, should be secret than the Census Bureau, 
which goes out and inquires into my social habits and your 
social habits, your parentage, your children, and your wives' 
people. They get publicity when the morality of the citizen is 
involved, but when the dollar is involved it is too powerful 
and the line is drawn. We can g~t publicity about folks, and 
have all we want, regardless of the disgrace or inconvenience 
it may cause them, but when $38,op0,000,000 of money con· 

tributed by the tolling mass of the country is involved we must 
have secrecy, because it might offend somebody to have some# 
body else find out just what was in his tax return. 

It would be interesting if I read the affidavit of Mr. Hickey 
in full, but I am not going to take the time of the Senate to 
do it. I have picked out extracts from it, somewhat at random, 
which I am going to read. However, before I do it I want to 
read one more extract from the Couzens committee report on 
secrecy. I do not know whether the Senator from Michigan 
[Mr: Oouz~s] read it the other day or not, but I want to quota 
the judgment of the majority of the Couzens committee. Some 
one has said this would not cure every evil, and I admit it. I 
know that. I know that things will go wrong here and go 
wrong there whether we have publicity or whether we have 
secrecy. I know that publicity will not make it unnecessary 
to have any more prisons or anything of that kind. I realize 
that. It is not a cure-all by any means. No one bas claimed 
that. But that it will go far toward curing the deficiency, that 
it will increase the revenues of the Government many hundreds 
of millions of dollars, I do not believe any student of the sub
ject can doubt for a moment. Here is what the committee aid 
in a general way about publicity, on page 8: 

The unsatisfactory' conditions developed by this inve£tigation are the 
ine'iitable result o:t the delegation of almost unlimited discretion to be 
secretly exercised. 

Nobody can dispute that. Nobody can think that over and 
look over the evidence and deny it. 

It is believed that but few of the unsound settlements to which atten
tion ha been called would have been made if it were not for the belief 
that they never would become public. 

I do not see how anybody can dispute that. None of the 
instances that I have given this afternoon, in my judgment 
not a single one of them, would ever have occurred had it not 
been that those who were responsible for them believed that 
the facts would never see the light of day. The committee, 
which has not yet scratched the surface, should go on instead 
of stopping when it begins to look as though there was collu
sion between a man inside and a man outside. Instead of 
steering away from it, they should follow it out and see 
whether there is any connection between these men in the 
bureau giving away the funds of the Government to private 
corporations and men in the outside corporations. 

It seems the only way to run down these fraudulent in
stances. There is no question about it that every member 
of the committee who started in on the work knows there are 
plenty of leads that would lead to the penitentiary if they 
were followed out-at least that is the indication as far as 
they have gone. If it turns out they are all Sunday-schoo1 
people, all good, all pure, I would be satisfied and would be 
glad of it. Perhaps then they would have a more difficult 
matter to explain some of the things they have done than 
though they admitted they were not good. 

With that statement of the committee, that judgment of the 
committee, after they had spent a year or two in investigating 
the matter without charging anybody with fraud, as they say, 
yet all these things have developed that are wrong. The 
committee say that probably none of them, at least not many 
of them, would have occurred if it had not been that the 
men who were guilty of them believed they would never see 
the light of day. I do not see how we can longer close the 
doors and windows of this great institution and thus enable 
it to dodge publicity and the sunlight of publicity that will 
drive out the germs that only grow in dark places. Publicity 
will 1..--ill and sunlight will burn to death the germs of corrup
tion and collusion that always grow in secret recesses where 
there are billion of dollars involved, as there are here. 

It would be interesting if I had the time to read the 
full affidavit of Hickey, written with a great deal of pain.•, I 
think, and which shows upon its face that the man who wrote 
it possesses, I believe, exceptional ability. 

I am going to read first from section 7. I want to read a 
statement in regard to the consolidated division because not 
only in what I shall say, but if Senators will read the balance 
of the affidavit and also the Couzens committee report, they 
will find that that was a very important division and appar
ently in many instances, at least where it was desired to get 
something through, they always first maneuvered to get it 
before that division. 

Mr. Hickey said: 
However, as we shall see later, the consolidated divl ion handled the 

cases which were to be fixed cases, which should have gone to corpo
ration or personel or natural-resource di>ision. I ball now show 
by ca es how the machine worked. 
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He has given an explanation of a good many things prior to 

this statement: 
I shall now snow by cases bow the machine works, its purpose, and 

the results obtained. I shall also show the members of the machine 
or those members within my knowledge, and bow the machine was 
developed by promotion and otherwise, and the operations of the ma
chine. - I shall demonstrate there was not the slightest justification 
in the law or procedure for the actions taken and of which I complain. 

Then he proceeds to give some of the cases. He says, on 
page. 8: 

The affiliations section had been f~unctioning about five months or 
more, and I had been promoted to the position of reviewer and con
feree when the case of Roessler & Hasslacher Chemical Co., New York 
City, was handed to me by H. L. Robinson, my chief. He directed me 
to study the case closely and to let him know my opinion on the 
question of affiliations, telling me that the case was a " special." This 
may have been in February or March, 1922. 

Upon examining the record of this case, I found that under the 
burcau·s original ruling of June 3, 1920, two corporations had been 
denied the right to join in consolidated returns filed by the company 
mentioned, which I shall hereafter refer to as "R. & H." I found 
further that I. M. Meekins, general counsel for the Alien Property 
Custodian, was urging that all of the companies involved be ruled to 
be affiliated and therefore entitled to join in the consolidated returns. 
Meekin had written a letter, or memorandum, to Commissioner Blair, 
requesting that the question be taken away from the Income Tax Unit 
entirely and decided elsewhere. I WM at a loss to understand Meekins' 
interest in the case, in view of his position with the Government, and 
concluded that be had his own ends to serve in the matter. This made 
me suspicious of the case ut the very outset. 

Kow what has he said thus far? Here is a case where the 
commissioner gets a letter from an attorney, I. 1\1. Meekins. 
Who was I. M. 1\!eek:fus? He was in the employ of the Gov
ernment at that time. He was attorney for the Alien Property 
Custodian, and while drawing a salary from the Government 
as such attorney was acting as attorney for a prit"ate party 
before the Income Tax Division in order to get a return of 
money. That may not mean anything; that may not be out 
of plac-e in the minds of some people, and I may be entirely 
wrong when I condemn that kind of a practice. I may be entirely 
in error when I say that is wrong, and I may be entirely in error 
when I say that were it not for secrecy it would not occur ; 
that a man while acting a attorney for one governmental de
partment would be defending a pri\ate corporation having an 
interest against the Government before another department of 
the Go-rernment. Senators may square that if they want to, 
but that would not happen if public business were conducted in 
the open light of day. I will read on. There is more about 
this case. This man Hickey under oath says: 

I studied the facts in the case and the arguments for affiliation 
advanced by the representatiyes of "R. & H." in a very elaborate and 
exhau tive brief, and after three or four days wrote an opinion fully 
cor-ering all points raised by tbe taxpayer and reaffiTming the original 
nonaffiliated ruling of June 3, 1920. 

Now, remember before he got the case it had been ruled that 
they could not affiliate. He looked it up as a lawyer and 
upheld that opinion, and likewise said that they could not 
affiliate. Now, listen to what happened: 

I submitted my opinion to Mr. H. L. Robinson, my chief, telling him 
of my conclusions and remarking that the case was not even "close," 
as the minority interests were so very large. He said : " I know it ; 
you are right; but we are going to have to give it to them," smiling at 
me in what I took to be a significant manner. This confirmed my sus
picions, which had been aroused by the I. M. Meekins communication 
referred to. 

As shown by the record, Robinson sent this case to L. E. Rusch, then 
ass1 ·taut chief of the consolidated returns subdivision, calling Rusch's 
attention to my "dissenting opinion"-

In fact, it was not a dissenting opinion. He puts the words 
" dissenting opinioiP" in quotation marks. He simply approved 
in his opinion what had been decided before it was given to 
hlm- · 
and requesting Rusch to instruct him on the 'll.'ay the case was to be 
ruled. 

While it is to be noted that Rusch gave no written instruction, so 
far as the record shows, an auditor named J. B. Krop ruled all of the 
corporations affiliated, regardless of the facts in the case and the 
established interpretation of the controlling statui:es, writing the tnx
payer under dat.e of April 8, 1922, to that effect and also advising 
that the original-and unlawful-rullng of June 3, 1920, was revoked. 
When this improper ruling came through to my rlesk in regular rou-

tine for ieview, I recalled what my chief had told me and felt that 
protest upon my part would be futile, as I was comparatively a new 
man in the subdivision. I therefore made sure that my " dissenting" 
opinion was still among the papers in the case to protect myself, and 
signed the work record and the ruling forms as reYiewer. (In Exhibit 
E, p. 3535, "bearings," the commissioner ordered "special considera
tion"-

The words "special consideration" are in quotations
to Meekins.) 

At that time the rule of the affiliations section was to requirs !)5 
per cent ownership or control of stock by the svme parties and in 
substantially the same percentages, except where there were strong 
reasons for slight relaxation, the principal one of such reasons being 
unity of action and frequent intercompany bu iness relations with 
only small minority stockholdings and those in the bands of minor 
employees. In the " R. & H." case the minorities totaled over 40 per 
cent in one of the companies improperly admitted to the consolida
tion, and nearly 50 per cent in the other company so admitted. No 
amount of intercompany transactions, regardlea3 of the character 
thereof, could possibly overcome the obstacle to affiliation constituted 
by the large minorities; and besides, Germans and British, wilo bad 
been at war with each other, were the holders l)f these minority in
terests. The years covered by this ruling were 19!7, 1918, and 1019. 

This case impressed me as a definite and direct fraud upon the 
Government. It set a very bad precedent and was heard of outside 
of the unit, as well as discussed therein. On several subsequent 
occasions, L. E. Rusch, assistant chief of the subdivision, volunteered 
the comment that the ruling was wrong, thus confirming my conviction 
that the authority for it had originated higher up than be. It now 
appears that the Government was, in fact, defrauded out of $671,-
409.13, f.rofn testimony in the hearings before the Select Committee 
on Investigation of the Internal Revenue Bureau. (See bottom of 
p. 3521 of the published " hearings.") 

In this connection reference is made to a news story-

1\Ir. Hickey says frankly that he is giving a quotation from 
a newspaper appearing about this time-

In this connection reference is .... made to a news story appearing on 
the front page of the Washington Herald, issued November 10, 1925, 
under the caption, " United States 9uestiom1 l\Ieeldns's $40,000 fee." 

Remember who Meekins was. Meekins was attorney for the 
Alien Property Custodian, drawing a salary from the Govern
ment antl appearing against the Government in this tax case 
in behalf of this chemical company. 

This article, after discussing cases of alien insurance companies in 
which Meekins received fees, although an ofllcial of the Government, 
ta.kes up the Roessler & Hasslacher Chemical Co. case and recites that, 
due to Meekins·s activities therein, in conjunction with Treasury De
partment officials, taxes of the companies permitted to consolidate their 
income and profits tax returns were cut $700,000. 

The newspaper article goes on to state : 
"Attorneys for the companies offered to split the $100,000 fee re

ceived fot· this work- with Judge Meekins, allowing him one-third, or 
$33,333. 

" l\Ieekins states that h~ felt that sum too high, but that he did 
receive $20,000." 

Incidentally, Mr. Meekins is now a Federal judge in North 
Carolina. 

1\1r. President, of course we have nothing but the affidavit 
of l\1r. Hickey and nothing but the newspaper report. Ile does 
not pretend to say that that is true, but he tells us where we 
can find out the facts; he gives us the dates of the newspaper 
article and the name of the newspaper, so that we can look it 
up, if we want to, where this statement is made that 1\Ir. 
1\feeh-ins got a fee of $20,000. I presume if he got that fee of 
$20,000 while in the employ of the Government there was sQme 
statute of the United States that he violated and that that 
newspaper is subject to legal action if that newspaper account 
is not true. It is disclosed, however, that in this secret tribu
nal a man drawing a salary from one bureau was acting as 
attorney for private parties against the Government in another 
bureau. Do Senators suppose that would go on very long if we 
had publicity? Do they suppose if there was uo opportunity to 
keep such practices secret that that would continue? 

Continuing with the Roessler & Hasslacher case, Mr. Hickey 
says on page 12 of his affidavit : 

Returning now to the Roessler & Hasslacher Chemical Co. case: In 
October, 1923, this case came up for a ruling on affiliations for the 
years 1920 and 1921. Jame~ K. Polk, jr., ruled that the two com
panies with the large minority intex:ests heretofore mentioned were not 
affiliated for these years. He also reopened the case for the years 
1917, 1918, a~d 1919 because of the manifestly illegal ruling previously 
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made on those yearfl, ancl reinstated the original legal ruling that· 
these companies were not affiliated. Polk wrote a letter notifying the 
taxpayer of his action. 

After the taxpayer received this letter trom Polk, his section chief, 
Mr. F. R. Leary, and Polk were summoned to the office of Deputy Com
missioner Bright. This conference was also attended by Mr. Everett 
Partridge, an agent of the special intelligence unit of the Treasury 
Department, and Lawrence A. Baker, of Baker & Baker, attorneys for 
tile taxpayer. 

Mr. Partridge was introduced to Mr. Baker by Mr. Bright as "the 
auditor on the case." After being questioned by Bright, Mr. Polk Wli;S 

excused from the conference, the others, however, remaining. Bright 
:!!ad told Mr. Polk that as a matter of policy he should not have re
opened the case for the years 1917, 1918, and 1919, and that it would 
have to stay closed :tor those years. When Mr. Leary returned to his 
section from this conference he told Mr. Polk that Mr. Bright had 
ordered that this case be held in abeyance as to the years 1020 and 
1921, pending insh·uctions from Bright. 

The law provided for affiliation, as heretofore stated, only where the 
parent company owned or controlled substantially all of tile stock of 
the subsidiaries, or where substantially all of the stock of the com
panies under consideration was owned or controlled by the same in
terests. 

The decisions of the authorities of the bureau had been to this 
effect; and 1f cases were ruled otherwise, they were contrary to the 
authorities. • * • 

On or about January 15, 1924, we affiliators received notice that a 
Solicitor's Opinion No. 154 had been written and that this opinion 
reversed the interpretation of the word " control " 1n the statutes 
governing affiliations, and that thenceforth a " more liberal construc
tion of the statute was to be followed." Instead of the proper inter
pretation, " legal control," so-called "moral" or "actual" co'ntrol, was 
thereafter to be recognized. 

On January 16, 1924, I wrote Commissioner Blair, protesting that 
this opinion " was contrary to law and was further evidence of the 
corruption which I allege then existed in the unit." I demanded its 
t·ecall. 

On January 19, 1924, all the unit auditors working on affiliations 
were summoned to the office of L. T. Lohmann, head of" Consolidated." 
Lohmann officially informed us of the issuance of Solicitor's Opinion 
154 and said that thenceforth we wez-e to operate under it. Mr. Polk 
immediately asked him whether we were "to throw out the statute 
and regulations and use Solicitor's Opinion 154 alone, or whether we 
were to try to Interpret the statute and regulations in the light of 
Solicitor's Opinion 154." Mr. Lohmann hesitated for a moment, and 
then said he would look that question up and let us know. 

In reply to my inquiry Mr. Lohmann stated that he and Mr. Bright 
had been instrumental in securing the issuance of the opinion under 
cli.scussion. I asked him when it would become e!Iective. He replied 
that if no protests were made within 10 days it would then be pub
lished and become the rule. I told him that I intended to protest it. 
He demanded to know if I dared protest an opinion signed by the 
solicitor and commissioner. I told him that in fact I had already 
protested it. Lohmann pounded his desk and said : -

"Do you mean to tell me you have gone over my head?" 
"Why, certainly," I replied; "you're one of the men whose motives 

I question in this matter. I claim this thing is not on the level." 
Scarcely anything more was said, and the meeting adjourned 

almost immediately. In leaving Lohmann's office, it was discovered 
that a stenographer had been placed just outside the door in a posi
tion to take down what had been said. 

A day or so after the issuance of Solicitor's Opinion 154, Deputy 
Commissioner Bright called Mr. Leary, chief of section A, on the 
telephone and told him to allow affiliation to all companies associated 
in the Roessler & Hasslacher case, for the years 1920 and 1921. 

It .was evident that Mr. Bright was keeping in close touch with 
this particular case. 

Mr. Polk advised Mr. Leary that a confet·ence regarding the years 
1920 and 1921 had been set for February 1, and he suggested that 
action m the question of affiliations be deferred until this conference 
was held. Mr. Leary thereupon secured Mr. Bl'ight's consent to this 
delay. At the conference, Mr. F. A. Linzel, ranking conferee, ruled one 
of the contested subsidiaries affiliated and the other one not affiliated. 
Mr. Polk, junior conferee, dissented, claiming no distinction could be 
made between these companies. 

On February 9, 1924, Nelson T. Hartson, Solicitor of Internal Rev
enue, personally stated to me that " it was absurd " to allow affilia
tion to either of the two contested companies 1.n this case in any year 
In view of the facts. 

Later, after a hearing on Solicitor's Opinion 154, and an order from 
the commissioner rescinding and suppressing that opinion, lli. Linzel's 
ruling was revoked and the two contested corporations were ruled 
"not affiliated" for the yee.rs 1920 and 1921. The illegal ruling for 
the years 1917, 1918, and 1919, however, was permitted to stand, by 
Bright's orders, costing the Government $671,409.13 by fraud. 

Mr. President, it may be said that everything that Mr. 
IDckey has said there is untrue. I do not know anything 
about it except his affidavit. I have met the man. I have 
heard the commendatory things said about him by the chair
man of the committee. He' was in the employ of the Go-vern
ment. for a good many ye31.·s. He re igned, and is engaged in 
the practice of law in this city now. He could be summoned 
at any time before any committee of the Senate· but what 
he said, as far as I know, has not been disputed. 'In connec
tion with these facts that he has alleged he has given dates 
he has copied memoranda, he has quoted newspaper articles' 
he has given the orders that were made on certain dates and 
has stated by whom the memoranda were signed. They 'must 
all be there, in that secret chamber, unle s they have been 
destroyed. It can be easily found out whether he is telling 
the truth about such things, or whether what he says is fal e. 

Let me read a little more of it. Let me take u_p another 
case. 

On page 18 of this affidavit, after referring to several other 
things that I have not read, Mr. Hickey says: 

At the very outset, however, I wish to emphasize that H. L. Robi:J.
son, my chief, frankly told me that irregularities were being put 
through the unit by way of his section. The following is wha.t was 
said on that occasion, in Odober, 1923. (I had been protesting to 
him against action taken in the Little Estates Corporation case a.nd 
action then being taken in the case of the American Lumber & Manu
:tactming Co.) : 

"Mr. ROBINSON. The higher-ups just have to have some things done 
which do not look right but which they can not explain to us, and 
we subordinates should be good soldiers and follow orders." 

"Mr. HICKEY. I do not subscribe to any such doctrine, Mr. Robin
son." 

"1\Ir. ROBINBO::-f. Well, Dan, I am an older man than you are, and it 
bas been my observation that the successful men in life are those who 
display a disposition to work with other men.' .. 

"Ur. HICKEY. Well, if by success you mean dirty dollars, and it 
by working with other men you mean indulging in unlawful practices, 
I gne s you are right; but you and I will have to travel different 
paths hereafter, for we divide at this point." 

Mr. Robinson was the first person to tell me about the imPToper 
ruling for the year _1917 in the Mellon National Bank case. He said 
1t was " ridiculous" to hold that the three banks in question were not 
in the same or a closely related business. 

I mentioned that the other day, and got an idea just exactly 
contrary to what actually took place in the case itself. As he 
says, Robinson said it was ridiculous to hold that the three 
banks in question were not in the same or closely related busi
ness. I was under the impression that they had asked to be 
affiliated, when, as a matter of fact, they were taxed sepa
rately; but, as a matter of fact, they were taxed separately 
and saved a whole lot of money by being thus taxed. 

After I had made the statement, and the Senator from Penn
sylvania [Mr. REED] had likewise made a statement that 
showed that he was in error as well as I was, I had a letter 
from Ur. Hickey in which he put the thing right, I think. I 
send it to the desk, and in order to get the matter right in the 
REcoRD, I ask that the letter, except the last paragraph-! do 
not care about that being read, because that is a per onal mat
ter~may be read. 

The VICE PRESIDENT. In the absence of objection, the 
letter will be read. 

The Chief Clerk read as follows : 
WASHINGTON, D. C., Februar11 1, 19~6. 

MY DEAR SENATOR: Just to keep the record straight, I request that 
you read this letter to-day in the Senate. 

I noticed you read from my affidavit relative to the consolidated 
return of the Mellon National Bank, the Union Trust Co., and the 
Union Savings Bank. 

Senator REED of Pennsylvania says that this is a perfect example of 
the companies which should be consolidated. Senator REED is exactly 
rlght. They should have been. But they were not consolidated for 
the year 1917 and therein the Government was defrauded of this sum 
of money, $91,472.37. Senator REED makes just my argument ~nd the 
argument the Treasury Department denied when the department agreed 
with Mr. W. A. Seifert, attorney in this case. I am happy to have 
Senator REED on my side. 

The facts are these : The consolidated return section of the law is 
practically the same in 1918 that it was under the regulations of 1917. 
In 1918 and subsequent years the companies filed a consolidated return. 
The only difference between the 1917 rule and the 1918 rule was that 
under 1917 the companies must be in "the same or a closely related 
business." 

Mr. Seifert contended that these companies were not in the "same 
or a closely related business." 
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Now, Senator, the solicitor held many times this law meant "the 

same or a closely related line of business." These companies ne'\""er 
disputed that interpretation and neither did any other company. 

Then Mr. Seifert claimed these companies were not in a "closely 
related line of business." 

And the Treasury Department agreed with him. I am glad to have 
Senator REED of Pennsylvania expose this also. Certainly he is right. 
These companies should have been consolidated. If tbey bad been, 
they would have paid the Government $91,000 more taxes than they 
did pay. 

If thel'e is any Senator who believes or will contend for one moment 
that these •· companies were not in a closely related line of business," 
I can make no further argument. Even Senator ERNST, certainly not 
an opponent of the Treasury Department, tells in the Senate committee 
hearings how closely related is the business of banks and trust com
panie . Of course Senator ERNST is right. 

1'\ow that Senator REED agrees with me, and I commend him, then 
I must differ with him on another point. I was not a discharged 
emplo~·ee. Even though I reported about a dozen cases of fraud to 
the commissioner, even though the intelligence unit agreed with my 
representations, even though in several of these cases the solicitor 
agreed with me, the men who perpetrated these frauds were kept in 
then· high positions, and I was transferred to the estate-tax division. 
They did try to get me out of the way, but they did not dare to fire 
me. I resigned in good standing and with commendation from my 
superiors. Senator REED will be glad to know that he agrees with a 
man with that kind of a record in the bureau. 

But to return for a moment to the Mellon bank case. 
You will note these facts: Mr. W. A. Seifert handled this case for 

the companies. The companies had themsel>es filed a consolidated 
return for the year 1917. The bureau had agreed with this. The com
pany, or, rather, Mr. Seifert, came in later and insisted that the com
pany should not be compelled to do that which it had done of its own 
accord and rightfully done. 

You will notice that :M:r. Seifert's communications in this case were 
addrt>ssed always "Attention Mr. Rusch." Mr. L. E. Rusch was then 
the assi tant chief of '' Consolidated " and was the active head of it, so 
far as directing work is concerned. It was then through Mr. Rusch, 
or to Mr. Rusch, that Mr. Seifert made his claims and got them. You 
will note also this ruling was made even before Mr. Seifert filed a brief 
in the case. ills brief was filed after the ruling. 

You will note in the affidavit, then, that not so many months later 
Rusch resigned, the same Rusch. He appeared 13 days later in the 
George Bros. case, associated with Mr. Seifert, the same Mr. Seifert. 
They were the attorneys in that case. What did they do there? 
Why, they got the George Bros. case, which was in its rightful place, 
transferred to consolidated corporation audit section on a trumped-up 
claim of consolidation. The claim was quickly kicked out, and although 
the· rules and procedure required such cases, as I show in my affi
davit, to be returned to their proper place, these returns were retained 
in the consolidated and audited there. In other ~ords, Mr. Rusch gets 
this case handled by his former subordinates. 

And what was the ruling in this case? 
The ruling was that earnings of this corporation, distributed in 

strict accordance with stock holdings, distributed regardless of any 
showing that any man bad done more work than another, or better 
work, or more important work, were distributions of salaries instead of 
dividends. Again this decision was a reversal of all rules and pro
cedure. The Government lost more than $150,000 in this case as ~ 
result of this decision. 

This was the same Mr. Rusch and the same Mr. Seifert who 
worked in the Mellon bank case, although then Mr. Seifert was on the 
outside and Mr. Rusch was on the inside. 

I know Senator REED wlll agree with me here also. Really, I am 
very hopeful, now that he bas agreed with me in the Mellon bank case, 
that he will see that these cases are reopened, the money restored to 
the Government, and the guilty participants in these cases shall be 
punished. 

You may read anytportion of this into the RECORD you desire. 
think some of it, at least, should be read in to keep the record 
straight. 

• • • • • • • 
Yours sincerely, 

DANIEL F. HICKEY. 

Mr. REED of Pennsylvania. Mr. President, will the Senator 
yield for a question? 

Mr. NORRIS. I yield for a question. 
1\Ir. REED of Pennsylvania. I am curious to know what we 

a1·e going to do about it. The wicked theory which prevailed 
in behalf of the Mellon bank, and ended in practically abstract
ing $90,000 'from the Government in a refund, is the same 
theory which the Senator from Nebraska defended with his 
usual eloquence on the floor of the Senate the other day. I, 
who did not know anything about the case, took the view that 
Mr. Hickey took, and I thought these companies were con
solidated. But the Senator from Nebraska made such a power-

ful argument that he overwhelmed me, and he proved that 
they should not be. Now I understand that the proposition he 
proved the other day to my discomfiture is the thing that was 
guilty when l\Ir. Seifert proved it in the Treasury Department. 
It seems to me very strange, if the Senator from N'ebraska 
proves their proposition, and I, who am a champion of sin, 
have proved the proposition of Mr. Hickey? 

Mr. NORRIS. Is the Senator through with his question? 
1\fr. REED of Pennsylvania. That is the question. 
l\Ir. NORRIS. Mr. President, it is peculiar that the great 

Senator from Pennsylvania was mistaken. It is not peculiar 
that I was. As a matter of fact, I stated at the time that if I 
had an opportunity to examine the charters of tho.:;e banks 
I might completely change my mind ; that I had not made up 
my mind; that I might disagree with the man who I suppc.ved 
had said they were not affiliated. As a matter of fact, he had 
not said that. I was mistaken when I said that. I did not 
express any opinion as to whether they ought to be affiliated 
or not. I simply called attention to what I believed to be the 
fact-that the man making the affidavit had said that they 
ought not to be affiliated, or that they ought to be affiliated: 
it makes no difference whichever way it was; that it was not 
necessary, for the purposes of the illustration, to either agree 
or disagree; that the fact was, however, that I misstated what 
he said were the fact.<:;. Hickey had said that these banks 
ought to be affiliated in making their returns; that their busi
ness was just the same. I said I could pot tell whether they 
were or not unless I examined their charters. The Sen a tor 
from Pennsylvania said: 

This is on all fours, a case that Ulustrates the point. They ought 
to be affiliated. 

Yet it seems that his law partner convinced the fellows up in 
the department that they ought not to be affiliated, and, inci
dentally, it happens that by that kind of a proof, the l\Iellon 
interests make something over $100,000. That just happens 
incidentally. 

Whether that is right or wrong, whichever way is right, is 
it not just a little bit embarrassing for us, citizens of thi'3 coun
try, that the interests of a man occupying the high position of 
Secretary of the Treasury should be passed on in a secret 
tribunal, before men who are in his own department, who are 
subject to his rule and his control, passing upon financial mat
ters where he has hundreds of thousands of dollars involved? 
Is not that just a little bit embarrassin,g? Is it not just a little 
embarrassing to say that our Secretary of the Treasury, in his 
own department, is getting a refund here or being relieved 
from taxation where he ought to be taxed, by these secret 
proceedings? Is not that true, even though we admit that he 
is holy and pure from bead to foot? Is it a little embarrass
ing that we have a law that would give the Secretary of the 
Treasury the personal right to appear, or his corporation to 
appear, demanding a refund of taxes, or demanding a change in 
taxation, demanding that these three banking institutions 
should not be affiliated, although they are owned by the same 
people, and his own subordinates must pass on it? Would it 
not be more honorable, and would not the people of this country 
have more respect for our Government, if that question could 
be passed on by the public? 

Is our Secretary of the Treasury the kind of a man who 
will insist that we pass a law enabling his corporation to ap
pear before himself in secret? If his subordinate, if his office, 
are to pass on his personal financial interests, let them do it in 
the open sunlight. 

Mr. REED of Pennsylvania. 1\Ir. President, will the Senator 
yfeld? 

The VICE PRESIDEXT. Does the Senator yield to the Sen
ator from Pennsylvania 1 

1\Ir. NORRIS. I yield. 
1\Ir. REED of Pennsylvania. The Senator has been patient, 

but I am going to ask him to yield once more, because this is 
a personal matter to me. 

1\ir. NORRIS. Yery well. 
Mr. REED of Pennsylvania. The Senator spoke of my law 

partner presenting a tax case. 
1\:Ir. NORRIS. I do not intend to cast any reflection on the 

Senator. 
1\Ir. REED of Pe11).lsylvania. I would like to make the mat

ter clear. 
Mr. NORRIS. Yery well; I will be very glad to yield to the 

Senator. 
1\Ir. REED of Pennsylvania. That is a subject which bas 

sometimes been mentioned. I am practiciug law, iu addition to 
my work in the Senate, but it is not only bad taste, it is a 
felony, I understand, for a Senator to practice iu the depart
ments. Consequently, when I came to the Senate iu 1922 1 

• 
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severed all connection with any practice in any Government 
case or with any practice in the departments. I do not share 
in any such work. I do not even know what work is carried 
on by my associates in Pittsburgh, and I would not want the 
statement to remain unchallenged or allow the inference to be 
drawn that I was so engaged. 

Mr. NORRIS. I wa,nt to say to the Senator that I did not 
want to draw any such inference and I did not cast any such 
reflection. · 

Mr. REED of Pennsylvania. I know the Senator would not. 
Mr. NORRIS. And I very gladly yield to the Senator to 

make the explanation. 
·1\fr. REED of Pennsylva,nia. It is an embarrassment that 

all of us who are lawyers have to be on our guard against. 
Mr. NORRIS. I certainly did not want to cast any reflection 

or make any intimation that the Senator is getting any per4 

sonal gain out of anything of this kind, because he happens to 
be in partnership with a man who appeared in this case. 

That is not all about Mr. Mellon. It appears that Mr. Mel· 
Ion had a personal claim, either for a refund or some change 
in what was being done there, and let us see what happened 
to that. It seems that not only were these Mellon corporations 
permitted to make separate returns when this man under oath 
says under the law and the rulings they ought to have been 
consolidated, but it appears that Mr. Mellon had a financial 
interest of something over $100,000--

Mr. COUZENS. Ninety-one thousand dollars. 
Mr. NORRIS. Ninety-one thousand dollars, and it does 

seem queer that this action should have been taken in secret. 
It seems to me that the great Secretary of the Treasury 
ought to be glad to welcome full publicity of his cases that are 
pending before his own ·subordinates. Otherwise 1t would 
necessarily lead to suspicion, however wrong it may be. But 
in this case it appears that at least on the surface this action, 
returning this $91,000, making a difference of $91,000 in favor 
of the Mellon Union Trust Oo., was illegal ; it was wrong. 
They held that these three banks should not be affiliated. That 
relieved them of $91,000 in taxes. If that is right, it ought to 
be done in publlc. It ought to be done openly and aboveboard, 
and nobody ought to be more anxious to have 1t done that way 
than Mr. Mellon himself. . 

It seems that Mr. Mellon had a personal income tax to pay
of course a very large one; one of the largest in the United 
States. His return was sent where it did not belong. It was 
sent to this consolidated division, which I described at the very 
beginning when I ~ommenced to consider the Hickey matter. 
That was the division that seemed to have handled all cases, 
he says, in which it seemed that there was some particular 
reason that it should not go through Its regular channels. Mr. 
Mellon may have been assessed erroneously; he might have 
been entitled to a refund or a reexamination or a reconsidera· 
tion of his tax return ; he may have made a mistake when he 
made his return by which he overcharged himself. I concede 
all that. He had the same right that anybody else ought to 
have to have it rectified if he made any such mistake. But he 
did not have the right to ask that when that came up it should 
go through a favored course. It should have gone to the same 
place where the return of the Senator from Tennessee [Mr. 
MoKELL.AR] would go if he made such an application. It 
should have gone before the same tribunal that would try me 
if I went there. But it did not. . 

l\lr. REIDD of Pennsylvania. Was that before or after Mr. 
Mellon became Secretary of the Treasury? 

Mr. NORRIS. I do not know. I do not think l\lr. Hickey 
states in his affidavit whether it was before or afterwards. 
But he says it did go there. It went to this consolidated unit, 
which had nothing to do with personal income-tax returns. It 
did not belong there. They audited it. They passed upon it. 
They gave judgment on it. 

Is it not just a little humiliating in our country that that 
should occur; that apparently a special favor should be granted 
to the man who is the head Qf a department in which all these 
officials are acting? But that is what Hickey under oath says 
happened. I do not know. He swears to it. I do not want to be 
understood as saying that Mr . .Mellon should not be entitled to 
the same consideration as any other person. 

But if through ignorance or for any other reason when he made 
out his personal tax return he made a mistake against himself 
and wanted to get the money back, then there ought to be the 
same procedure applied to his application that would be ap
plied to any other citizen's application. It seems that before 
this consolidated unit there were others besides Mr. Mellon's 
personal return con.sidered. This man says under oath that the 
cases of the estate of J. W. Cannon, of Concord, N. H.; H. 0. 
Frick, and John C. Leslie were likewise sent wrongfully to this 
subdivision. It is a little peculiar that the man J. W. Canno,n 

was the father-in-law of Mr. Blair, the Commissioner of In
ternal Revenue. It does not necessarily follow, I concede that 
there was anything wrong anywhere; but, mind you, thi~ was 
all secret. Nothing of this was known by the public. From 
the affidavit it would appear that at least a favorable con
sideration more than goes to the ordinary person's return was 
given to these individuals. That would not have happened if 
we had had publicity. 

Mr. McKELLAR. Mr. President, will the Senator yield? 
The VICE PRESIDENT. Does the Senator from Nebraska 

yield to the Senator from Tennessee? -
Mr. NORRIS. I yield to the Senator from Tennessee. 
Mr. McKELLAR. The Senator will recall that shortly 

after Mr. Mellon took office the Gulf Refining Co., known as 
one of the Mellon companies and in which he was a \ery 
large stockholder, had a refund of $3,300,000. A day or two 
ago I read of the case of the Koppers Co., which is another 
Mellon company, that had had more than $2,000,000 refunded, 
and a number of refunds amounting to $100,000 each, though 
I think the usual amount was about $500,000, were made to 
the Aluminum Co. of America, another well-known Mellon com
pany. I think the Senator is right that where the Secretary of 
the Treasury is thus largely financially interested in these great 
corporations and refunds are made in these enormous sums
they may not be enormous to some people, but looked at from 
my financial standpoint they seem quite enormous-that at 
least the Secretary should have demanded of the Congress 
that the fullest publicity be given so that no one could doubt 
for a moment the good faith in making these enormous 
refunds. 

Mr. REED of Pennsylvania. 1\Ir. President, will the Sen
ator from Tennessee, before he sits down, tell us whether it is 
not true that the Gulf Refining Co. 1·efund was made before 
Mr. Mellon was Secretary of the Treasw·y and when l\lr. 
Houston was Secretary of the Treasury? 

Mr. McKELLAR. I shall be very glad· to state just what 
the facts were about that. The application was made prior to 
the time 1\Ir. Mellon became Secretary of the Treasury, as I 
recall, in January or February, 1921, when every employee 
within the Treasury Department knew that 1\Ir. Mellon was 
s-oing to be the head of that department. Of course, I may 
be mistaken about the exact dates, but the fact is pretty well 
fixed in my mind that Mr. Mellon went into the Treasury 
Department on the 4th of 1\Iarch, 1921, and on the 30th of 
April, less than two months afterwards, a check for $2,337,000 
was given to the Gulf Refining Co. I do not know anything at 
all about the matter except these facts, and · nobody else can 
find out anything about it, unless a committee of Congress 
were sent down to examine some of the specific matters 
involved. 

Mr. GLASS. Mr. President, I want to inquire if it has been 
ascertained or charged that the refund was wrongfully made? 

Mr. McKELLAR. No; but it is a remarkable thing. 
Mr. GLASS. What difference doe it make whether it was 

under Secretary Houston or Secretary Mellon or any other Sec
retary? If it was right, it was right; if it was wrong, it was 
wrong. 

Mr. McKELLAR. Nobody knows. It was done in secret. 
The Senator from Virginia does not know, and I do not know, 
and no other Senator knows whether it was a proper refund or 
not. It was done in secret. It was done by those who were 
under the direction of the head of the department. 

Mr. REED of Pennsylvania. Was it not approved by Mr. 
Roper, the Commissioner of Internal Revenue? 

Mr. McKELLAR. I do not know whether that is true or not. 
Mr. REED of Pennsylvania. He did not expect to stay on 

under Mr. Mellon. 
Mr. McKELLAR. That was one of thEi very large refunds 

made in 1921. 
Mr. GLASS. No; it was not done under Mr. Roper; it was 

done under Mr. Williams. But what difference does it make 
under whom it was done? If it was right, it was right; and if 
it was wrong, it was wrong. If anybody has any charge to 
make, let him make it and let us investigate it and ascertain the 
facts. 

Mr. McKELLAR. How can it be investigated when no one 
has the right to examine any of the returns or any of the set
tlements? 

Mr. REED of Pennsylvania. The charge 1s made, or the 
implication is made, that if any money is paid to any company 
in which Mr. Mellon is interested at any time since he has been 
Secretary of the Treasury there is suspicion that something 
dishonest has occurred. 

Mr. NORRIS. I do not make any such charge, either directly 
or indirectly. I do say that it seems to me to be just a little 
humiliating that here we should ha\e an affidavit of a man 
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who has been in the employ of the Government who says that 
Mr. Mellon's personal taxes were not considered by the regular 
unit that should have considered them. He says, furthermore, 
that they had to reverse what everybody conceded to be a fair 
ruling as a matter of law in order to save those three banks 
from paying something like $91,000 in taxes. It may be that 
this lawyer Hickey is not telling us the truth in his affidavit; 
but if it be true as he has outlined it, it seems to me that it is 
a sad commentary on the laws of Congress that the very bead 
of thi great financial part of the Government should in secret 
have claims in which be is interested passed on in an irregular 
way. I do not know whether they were right or whether they 
were wrong. Publicity would haYe cured it and there would 
not have been any trouble. 

Contained in this affidavit is a description of the Little 
Estates Corporation of New York. Mr. Hickey said in relation 
to that matter: 

The Little Estates Corporation case, New York City, is the fourth of 
the cases to which I refer on page 27 hereof as supporting my argu
ment that L. E. Rusch, while still an employee of the bureau, forced 
subordinates to grant concessions improper in ·character to tax prac
titioners with whom he proposed to be associated immediately after 
his intended and impending resignation from the bureau. 

Early in 1922 the Income Tax Unit ruled that the Little Estates 
Corporation, J. J. Little & Ives Co., and the St. Nicholas-Seventh 
Avenue Theater Co. were not affiliated during the years 1917 to 1920, 
inclusive, and therefore were not entitled to join in consolidated re
turns. The taxpayer subsequently objected to this ruling. 

Here is a case where it was to the interest of the taxpayers 
evidently to haYe affiliation and they wanted it. Some of those 
corporations evidently had lost money, and by affiliation they 
could off~et those that gained against those that lost. In the 
1\!ellon ca e it was to the interest of the taxpayer that there 
be no affiliation, because I presume all the corporations made 
a lot of money and if they were affiliated the tax would go 
up into the higher brackets, and, of cour e, they would have to 
pay a higher tax. 

An unusual number of conferences were granted this taxpayer to 
begin with, at each and all of which, however, the bureau's original 
ruling was reaffirmed. 

Finally at, perhaps, the last conference, the taxpayer's representa
tive, who was associated witb. George V. Newton, former deputy 
commissioner in charge of income tax, explained to the conferees 
on the case that while he understood their position in denying affilia
tion in view of the bureau's interpretation of the law, still, since 
his principal, Mr. Little, was paying him and insisting that he make 
repeated visits to Washington in the matter, he had no choice but to 
keep agitating the question. The representative went on to say 
that Mr. Little was a clubman in New York, and that in discussing 
this income-tax case with fellow club members he had been assured 
that he could get whatever he wanted from the Income Tax Unit 
provided he "got the right man." ' 

The records of the case disclose that the field officer had no Itttle 
trouble with these people in trying to ascertain certain of the facts 
essential to a correct tax computation. This fact, taken with the 
taxpayer's insistence, might be said to constitute an Indication of 
what reasonably could be expected in efforts to evade taxes. 

In September, 1922, George V. Newton, himself, wrote a letter 
addressed to the commissioner stating that, as the authorized repre
sentative of the taxpayer, he protested the bureau's ruling on the 
question of affiliation, and requesting that the case be sent to the 
committee on appeals and review. But either Newton saw his 
mistake himself or some one in the " Consolidated " pointed it out to 
him, for the case never was sent to the committee until I reported it 
to the commissioner, because of the fraud perpetrated in it. The 
published rulings of the committee plainly were unfavorable to the 
taxpayer's case, and he could hope tor no relle! in that quarter. 

Shortly a1ter the receipt of Newton's letter, therefore, L. El. Rusch 
summoned a prominent atnliator to the office of the chief of the sub· 
division for whom Rusch was acting at the time. He showed the 
schedule of stock ownership in the three corporations to this young 
man and asked him what he thought of the taxpayer's case. 

The afllliator called Rusch's attention to the large minority Interests 
and material divergencies in the ownership of the stock by some of the 
persons interested in more than one of the corporations i and he told 
Rusch that the bureau's ruling was plainly correct. Rusch thereupon 
told this young man to leave the case with him-Rusch. At this time 
Rusch was assistant chie! of the subdivision. His discussion with 
the atnliator, and activities in the case shortly thereafter, quite deft· 
nitely establish his " personal knowledge " of the case while tn the 
bureau. He personally dictated the impropl'iety committed. 

It transpired that, following his talk with the a.tnllator, Rusch car
ried this Little IDstates Corporation case to the office of H. L. Robin
son, then chief of the affiliations section, and asked . Robinson to look 
lt over within a day or two and see what he thought about it. When 

Robinson looked into the affiliations, he at once decided, as he himself 
stated to one of the conferees on the case, that there was no merit 
at all 1n the taxpayer's contention. . So he laid the case aside on his 
desk. Rusch called upon Robinson 1n the latter's office after a few 
days and reminded him of the case, a.sklng what Robinson thought 
about the bureau's ruling. Robinson told Rusch there was nothing to 
the case and that (quoting Robinson), "We can't give 1t to them." 
Whereu~?n Rusch replied, "You'll have to give it to them ; do as you 
are told. This was only a short time before Rusch resigned. 

Robinson turned this case over to the same auditor who made the 
improper reversal in the Roessler ·& Hasslachcr Chemical Co. case, 
telling this auditor that, while he (Robinson) didn't agree with 
Rusch's position, they had to be " good soldiers " and follow orders. 

A letter was written the taxpayer under date of November 23, 
1922, advising that the original ruling was revoked and affiliation 
allowed. The conferees on the case discovered the carbon copy of 
this letter and protested to Robinson, his chief, who thereupon con
fessed the facts. Much indignation was manifested among the con
ferees of the section. 

On April 13, 1923, after the affillatlons section had been abolished 
and H. L. Robinson made chief of audit section B, with a group of 
atnliators assigned to him (including myself), the case came to our 
section in the routine. The taxpayer had filed a protest about some 
audit matter, but L. J. Potter, an able and indlgn:mt atnliator, seized 
upon the oppo·rtunity to reopen the case as to affiliations and rein
stated the original and legal ruling, writing the taxpayer to that 
effect. Rusch had in the meantime resigned on October 31, 1922. 

If this man tells the truth in his affidavit, here is what had 
happened : This case had been acted upon ; they had decided it 
wrongfully, if he is correct, against the Government and in 
favor of the taxpayer; but the taxpayer not satisfied with 
what he was going to gain out of that, th~ught that he could 
get a little something on a technicality of a different ooture 
and so he made application to the man before whom it came' 
knowing of the wrong which had been committed against th~ 
Government in reversing the rightful and honest rulinoo that 
had previously been made. He seized upon the oppottunity 
allowed by the claim to reopen the whole case and thus get 
it back again. That is where it is now. 

On April 24, 1923, 11 days after Mr. Potter's reinstatement of the 
original ruling on affiliations, Rusch, the very man who had coerced 
Mr. H. L. Robinson into reversing the original ruling while he 
(Rusch) was an official of the bureau, eame into :Mr. Robinson's office, 
against the rules of the subdivision, and made him reinstate the 
illegal ruling. Mr. Robinson had Mr. Potter do the necessary work 
in this corrupt transaction ; but Mr. Potter made a notation on the 
work record ruling forms to the effect that the proceeding was not in 
accordance with the facts, law, or regulations. Robinson detected 
these notations on the ruling forms, and had ' new forms made out 
but :Mr. Potter's protest on the work record was not discovered, and 
still stands to his credit. 

If this man's affidu vlt is true, what he states here is there 
now on the record. He states the notation was made, and 
whether it is true will be shown on the record. 

In this case by this ruling of Mr. Potter; seizing upon this 
opportunity to reopen it, he saved the Government over $56,000. 

Now I am gotng to read about another case which this man 
describes: 

The case of the National Refining Co., Cleveland, Ohio, is next in 
order for discussion because of the fact George V. Newton also had 
something to do with this case, as shown by notes therein made b.Y 
one or more employees of the natural resources division where the 
case went in regular routine and where it properiy belonged. Also, 
improper action was taken on it by H. L. Robinson, chief of section B, 
at just about the same time that Rusch came back into the unit and had 
Robinson reinstate the corrupt ruling in the " Little Estates " case for 
Newton. Bright and Lohmann played their parts in this " National 
Refining " case, as already related on page 23 hereof. 

In this case the bureau on December 17, 1920, ruled that 8 or 10 
companies associated with the "National Refining" were affiliated 
within the meaning of the acts, but that two r.ertain corporations 
were not affiliated with the others, and therefore should be excluded 
from the consolidation for tax purposes. This ruling stood for over 
two years, and was eminently cot·rect from every rt.andpoint. 

On or about April 2, 1923, J. G. Bright, then asf'istant deputy com
missioner, directed this case to be sent to L. T. I.ohmann, who had 
succeeded him as assistant chief of the " consolida i:Cd,'' for reconsider
ation of the question of affiliations. Mr. A. H. lf1ty, head of natural 
resources division, where the case had been and whPre it belonged, put 
a memorandum in the case explaining his unusual sction. 

Now they are sending the case where it does not belong; they 
are doing it in secret. They could not have done such a thing 
1n the open .light of day. They would not have sent this case 
to the wrong place if it had ~ot been that it was all shrouded 
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in secrecy. They never expected the public to find it out The 
very fact that the case is sent where it does not belong under 

:the rules is an indication that things are not right. It does not 
follow that the case bas not merit; it does not follow that the 
taxpayer in the case is not entitled to everything be is asking 
for on that ground; I admit that; but it does follow that be
cause of this secret method of doing the public business there 
is great opportunity, at least, for fraud; and there never was 
an instance in the history of civilization where the opportunity 
afforded by a secret method of doing governmental business ex
tended over many years but that fraud actually took place. It 
is just as natural as the rising and setting of the sun. 

In due course-

! am going back again to this case-
Mr. Robinson, of section B, received this case and ordered one of his 

affilintors to allow affiliation to the two companies originally excluded. 
The affiliutor knew this action was Ulegal ; but employees of the Incom-e 
Tax Unit feel that if their superiors desired to be crooked and run the 
risk of punishment that is entirely a matter for the superior. So this 
affiliator did as he was told ; but he made a notation on the work 
record stating that this action was by order of his chief of section. 

You can find out whether this man's statement is corroborated 
or not by examining the record. He said that this man knew 
that he was asked by his superior officer to do an illegal thing, 
nnd that he made a notation on the record itself that he did 
it because he was commanded to do it by his superior. That is 
down there ; examine it; find out whether this man is telling 
the truth or not in this affidavit. I read further. 

When I reported the "Little Estates" case to the authorities of 
the bureau, I also reported this case to Mr. Blair. It was investi
gated by agents of the special intelligence unit, and afterwards sent 
to the committee on appeals and review, by which body I was again 
sustained, as in the "Little Estates'' and "Diamond Alkali" cases. 

It is a matter of record as to whether or not he is telling the 
truth. 

As hereinbefore stated, on page 22, there were skilled aftlliators and 
auditors in " natural resources" where thls case was being handled 
before it was moved by Bright's orders. All concerned knew full well 
that the case should be handled and audited In "natural resources," 
to which division it was sent-returned-after my protest on the 
illegal ruling ordered by Robinson had been sustained by the " com
mittee." Why-

Asks Mr. Hickey in this affidavit-
did J. G. Bright send this case to "consolidated" to his friend and 
successor, L. T. Lohmann? Why did Lohmann send it to section B? 
Why were all these corrupt cases invariably routed Into section B 
when there were several other audit sections in "consolidated "? Why 
did Robinson tell his auditor arbib·arily to change the ·original ruling 
when there was no new evidence or argument in the case? Who gave 
the order to Robinson? Will it be said that Lohmann, to whom the 
case was sent by Bright, knew nothing of this impropriety? Did 
BJ,ight, the man who moved the case In the first place, know anything 
about all this? Wasn't this just another case where Robinson was 
doing things for the " higher-ups " under the " good-soldier " doctrtDe l 
Who were the " higher-ups"? Why didn't Commissioner Blair punish 
anybody for this corruption in this case? Does he know who the 
" higher-ups " are? 

I am going to read another case referred to by Mr. Hickey 
in his affidavit: 

The Amedcan Lumber & Manufacturing Co., Pittsburgh, was sent 
from " Natural ReNources," where it also properly should have been 
audited, to "Consolidated." TWs case accompanied the "National 
Refining •· case under memorandum dated April 2, 1923. This memo
randum, like that in the "National Refining" case, was signed by 
Mr. A. H. Fay, head of natural resources division, was addressed 
to L. J. Lohmann, assistant chief of "Consolidated," and recited that 
by orders of Assistant Deputy Commissioner J. G. Bright, the case was 
being sent to "Consolidated" for reconsideration of the question of 
nfilliations. 

L. E. Rusch was the tax representative in this case. The years In
~olved were 1917 to 1920. Prior to February 9, 1922, the unit had 
ruled that certain corporations a ·sociated with the ".American Lumber" 
were not a1Hliated, and that tiley should, therefore, be denied the 
privilege of filing consolidated returns. On memorandum signed by 
William P. Bird, chief of "consolidated," on the data mentioned this 
case was accordmgly sent to "Natural Resources" for audit, ruled 
"not affiliated" as to the certain companies specified. This would 
support my chum that the case was a natural resource case, if my 
claim as to that point be questioned. 

.As soon as Bright and Lohmann had cooperated through their 
official positions to get the case into the control of H. L. Robinson, 

chief of section B, Rusch and his tmployee, a Mr. Wallerstedt, began 
_ vJsiting Robinson regarding the c.ase. In due course Robinson sum
moned Mr. L. J. Potter, who was his Japervising a1filiator at that time, 
and requested Mr. Potter to reverse the original ruling. Mr. Potter 

1 
objected that this would be a very imprudent thing to do, especially 
as to 1917; whereupon Robinson defen-ed action for the time being. 1 

After some days, however, and after Ru ch's man, Wallerstedt, had 
again visited Robinson in the latter's office, Instead of calling first 
at the office of the subdivision, as was prescribed by the rules, Robin
son directed Potter to make the reversal which Potter opposed. Mr. 
Potter followed orders, noting on the case that his chief had di- 1 

rected him so to do. This was in the spring or early summer of 1923. 

Mr. President, a very important matter is involved here
that a man was ordered by his chief to do an illegal thing. 
He did it according to orders, but he noted on the record why 1 

he did it. That will be in the record. Let us look into it 
and see. Is Hickey lying about all these things? Many, 1n 
fact most, of the statements be makes refer to records and 
dates by which they can be substantiated, or overthrown, as 
the facts may warrant when they are looked into. 

By this time I had become convinced of the existence of a con4 
spiracy to defraud the Government, because of what I had seen tn 
other cases ; so I protested to Mr. Potter that while the reversal of 
the old and legal ruling was bad enough for 1918 and later years, 
there could be no argument, however fiimsy, for reversing the pre
vious ruling on 1917, because of the absence of the word "control" 
in the act controlling class B cases In 1917. Potter thereupon went 
to Robinson and had Robinson hold up the rulings for all 1ears 
again. 

Rusch'~ man, Wallerstedt, visited Robinson again and again, an.d 
Robinson finally had him see Potter; but Mr. Potter stood fast. Just 
at this time-about July-Robinson went on his vacation ; but before 
he left I heard him tell Mr. Potter not to take any unfavorable action 
on the case against the taxpayer until he got back. 

After Mr. Robinson returned from his vacation, I looked over his 
" hold " cases one evening, and found that with his own hands he 
had made out a new ruling form allowing affiliation to the originally 
excluded companies for the year 1917. The next morning I called 
upon him and told hlm I was going to see 1f I couldn't put a stop 
to such improper practices, and . I warned him that no matter how 
long the chase I would stlck on the trail until convinced beyond all 
doubt I could bring no one to justice for his sins in such matters. 

After my talk with Robinson. as mentioned, he became worried and 
called me In for talks about the cases to which I objected. By this 
time the year had progressed to about September, and it was about; 
this time he ~o frankly stated that the "higher-ups" had to have some 
things done wllich did not look right, but which they could not explain, 
and that we subordinates should be "good soldiers" and follow orders. 
In the meantime this American Lumber & Manufacturing Co. case was 
being held in abeyance; and finally Mr. Robinson told me that it had 
developed that a field Investigation was being made and that it had 
been decided to wait until the revenue agent made his report before 
making a final decision on affiliations. I knew then I had carried my 
point, and was satisfied to wait. 

Before the revenue agent's report was received on this "American 
Lumber" case, however, I preferred my charges against Rusch in the 
"Little Estates" case, thereby greatly displeasing Mr. Lohmann, who 
had failed to heed my protest to him in the matter. My charges had 
the effect of making Robinson, at least, pretty careful; and when the 
field examiner's report on the "American Lumber" was finally received 
Robinson told me he saw thet·e were no grounds for a reversal of the 
old ruling on afil.liations and that therefore it would be allowed to 
stand. It was of course gratifying to realize that I had saved more 
money for the Government in this case, in preventing another fraud. 

·There are several more cases; but I am only going to read 
one more, Mr. President, referred to by Mr. Hickey in this 
affidavit. I have not had time even to read all of the cases be 
has cited, so I have not picked these cases out especially from 
the others. I have selected them practically at random. 

Commencing on page 43 of this man's affidavit, he states as 
follows: · 

In the Stewart Furnace Co., Sharon, Pa., and Brown Transit Co., 
Cleveland, case the original ruling of the bureau was the companies 
were not affiliated. A conference was then held, and the conferees 
allowed a11iliation; but stated In their conference memOi'andum that 
they had conferred with L. E. Rusch, then assistant chief of "Con
solidated," and Rusch had said he had "procured " an affiliation ruling 
in this case. 

As a refund of $147,233.98 was involved, the case automatically went 
to the solicitor. On January 14, 1924, the solicitor rejected the case., 
reversed the ruling Rusch had "procured," and sent the case back to 
the unit, directing that it be audited on the basis ot separate returns 
tor each company. 
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These cases should have gone separately to " corporation audit." 

llowever, as in othe~.· cases hereinbefore complained of, this case im
pr operly was sent back to H. L. Robinson, chief of section B in 
"-Consolidated." Robinson placed this with other cases marked " Hold." 

A few days later Solicitor's Opinion 154, issued January 15, 1924, 
was promulgated. Robinson immediately ordered that the solicitor's 
ruling of January 14 be disregarded and the improper ruling of 
" affiliation," which Ru ch had " procured," be I reinstated. In the 
meantime I had protested Soli<:itor's Opinion 154, and Robinson had 
gone on a trip for a few days. While he was away Robinson's assist
ant, Mr. C. A. Jacquette, recnll~d this case, the Door case and 
others, thus frustrating Robinson's intent in these frauds upon the 
crovernment. 

This case, with the circumstances involved, was also reported to 
Commissioner Blair in my charges of C()rruption in the unit. 

That money in that case was saved by the activity of this 
man. 

Mr. President, I have said before that this evidence is ex 
parte. If I were sitting in judgment either in a civil or 1n a 
criminal case, I would not expect to render judgment with 
the evidence that has been introduced up to this point. Of 
course, if no other evidence is offered, it stands undisputed, 
uncontradicted that these things have been going on here that 
I think are terrible, are humiliating to every citizen of the 
'United States; but I admit that the evidence is ex parte. If 
we were trying a lawsuit, we would hear the other side, and 
I want to hear the other side. If you had the thing done in 
public, you never would have this kind of a condition coming 
up. The public would know about it. You would not get 
absolute purity of government ; mistakes would happen ; frauds 
would occur; and many inefficient actions would be brought 
about by reason of inefficient employees. I know that all of 
that is true; but these awful things that are disgraceful to 
our Government would not occur except behind closed doors. 
It can not be possible that in this great bureau, doing millions 
of dollars in value of business, the things would happen that 
have been narrated here by Mr. IDckey and that have been 
reported by the committee, 1f everything were done in the open 
light of day. 

To my mind, Mr. President. there can be in this case, as in 
every other case where public business is involved, but one 
course of procedure, and that is that the public business should 
be transacted in the open light of day; and I believe that any 
other method pursued indefinitely will bring destruction and 
corruption, and, if applied to all Government activities, will 
brmg about the ruin and destruction of the Government itself. 

A republic, a democracy, is founded upon the theory that one 
of the pillars of human freedom is that every member of the 
great country is a member of the corporation, if 1t may be 
designated as such; that every citizen has . an interest in the 
governmental affairs; that every taxpayer has the right to 
know not only that he is taxed fairly as compared with his 
neighbor but that the money he pays in taxes is expended 
according to law for legitimate, honest, and honorable purposes. 
If government is carried on in secret, however, that can not 
be done ; that can not be known. 

There is not any other end of a secret government than Us 
own destruction. It is bound to come. The Russian Govern
ment is a sample of it. Under the old Czar, where secrecy, of 
course, went much farther than it is going here now-! concede 
that-where men were tried in secret, where human life was 
decided upon in secret, where property rights were likewise 
disposed of by secret tribunals, one portion of the people were 
peasants, downu·odden, practically slaves; and eventually, after 
centuries of that kind of secret rule, there was a revolution. 
Revofution always means unreasonable things, unfair things, 
injudicious things, and the effect will last for centuries. 

The patriotic taxpayers and citizens of our country have a 
right to know that everybody is being treated on the same 
level; that every taxpayer has the same right, the same privi
lege of having his matters adjusted; that all public businE-ss 
shall be transacted according to law. That never can occur 
when a great portion of our governmental business is trans
acted in secret; and suspicions oftentimes arise where there 
is no justiftcation for it. I know that; and the harm that will 
come from ·such suspicions is often a~ detrimental to good gov
ernment as though the suspicions were well founded. 

Suspicion always comes from darkness, from misunderstand
ings, from secret dealings. Those thi,ngs always arouse sus
picion, even though there is nothing wrong. Then, Senators, 
why not repeal the law of secrecy? Why not say that these 
income-tax returns, involving hundreds of millions of dollars 
every year, shall be public documents, open to i,nspection the 
same as any other public document? 

LXVII-222 

No man has pointed to a single instance where an injury 
would come to anybody if that were done, and it is no answer 
to say that the Couzens committee has not sent a,nybody to jail 
or to prison. It is no answer to say that no fraud-even if we 
admit that, which I do not-has yet been discovered. The fact 
remains that just as surely as two and two are four, corruption 
will breed itself in dark places, in suspicious corners,- where 
immense volumes of bu ine s are transacted without the knowl
edge of the citizenship of the country. It can not be other
wise. It is a law of human nature. There is no exception to 
it in civilization, and it will be true in America as lt was true 
in Russia. It will be true anywhere. We will have trouble 
enough if all this business is done publicly ; and God knows we 
will have in the end ruin and destruction if it is done secretly 
and that secrecy is continued indefinitely. 

THE WORLD COURT 

Mr. McKINLEY. Mr. President, the Senate of the United 
States, in harmony with the platforms of both the Republican 
and Democratic Parties in 1924 and complying with the recom
mendations of the American Legion, the American Federation 
of Labor, the National League of Women Voters, the Natlonai 
Chamber of Commerce, the American Bar Association the Na
tional Association of Business and Professional Wome~'s Clubs, 
and scores of other patriotic, civic, and religious bodies, by a 
vote of 76 for and 17 against, has agreed to join the civilized 
nations of the world in creating a tribunal to prevent war and 
promote peace in the wor I d. 

Mr. President, from the letters I am receiving it would ap
pear a great many people, not having the opportunity to read 
Senate Resolution No. 5, known as the World Court resolution, 
are not fully informed as to how by its wording it absolutely 
prevents the United States from participating in European af
fairs. Therefore it seems to me the duty of the Members of 
Congress to acquaint the people with the actual situation by 
freely distributing the World Court of Arbitration resolution, 
and particularly call1ng to their attention the reservations 
which, concretely, are as follows : 

(1) That it involves no legal relation to the League of 
Nations and no assumption of obligations under the Versailles 
treaty. 

(2) That the United States shall participate with the mem
bers of the league in electing judges .of the co art. 

(8) That the United States shall pay a fair part of the 
court's expenses as determined by the United States Congress. 

( 4) That the United States may at any time withdraw from 
the court, and that the constitution of the court shall not be 
changed without the consent of the United States. 

(6) That the court shall not render any advisory opinion 
affecting any question in which the United States has an inter
est unless the United States consents. 

And further it is provided the United States shall not ratify 
until the other nations shall consent to its reservations that 
the United ·States shall take no case to the court unless an 
agreement ~Y treaty is made for doing so, and that in adhering 
to the court the Monroe doctrine (not mentioned by name) is 
retained as a United States policy. 

The next to the last clause means that if any question arises 
concerning the United States the same can not be considered, 
no matter whether it comes up to-morrow or 20 years from 
now, until after the Senate of the United States by a two
thirds vote at that time has so consented. 

TAX REDUCTIO~ 

The Senate, as in Committee of the Whole, resumed the con
sideration of the bill (H. R. 1) to reduce and equalize taxa
tion, to provide revenue, and for other purposes, the pending 
question being on the amendment offered by the Senator from 
Nebraska [Mr. NoRRIS] to the committee amendment on page 
118, line 1. 

Mr. REED of Pennsylvania obtained the floor. 
Mr. COUZENS. Mr. President, I suggest the absence of a 

quorum. 
The PRESIDING OFFICER (1\Ir. WILLIS in the chair). 

The Secretary will call the roll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names : 
Ashurst Capper Ferris Harris 
Bayard gara.way Fess Harrison 
Bingham opel and Fletcher Beilin 
Biease Couzens Frazier Howell 
Borah Cummins George Johnson 
Bratton Dale Gerry Jones, Wash. 
Brookhart Deneen glass Kendrick 
Broussard Dill oft Keyes 
Bruce Edge Gooding Kin 
Butler Edwards Hale La ~ollette 
Cameron Fernald Harreld Len root 
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McKellar 
McKinley 
:McLean 
McMaster 
McNary 
Means 
Metcalf 
Moses 
Neely 
Norbeck 

Norris 
Ny~_ 
Oddie 
Overman 

Schall Trammell .I without anyone being able ·to investigate the returns and 
~~8ft~~~ W:3~wortb find the explanation, arouses much suspicion in many cases, 
Shortridge Walsh and is very unsatisfactory. 

Pine 
Pittman 
Ransdell 
Reed, Pa. 
Robinson, Ind. 
Sackett 

~~llions ~!~~~: Instead of repealing the provision which we did have, we 
Smoot \Veller ought to enlarge it so that the objections which now exist 
Stanfield Willis would be remo-ved and we would treat income-tax returns 
~~r~;g: exactly as we treat other documents of the Government. 

• 
1 

PUBLICITY H,.AS DONE NO HARM Mr. JONES of Washington. I desire to announce that the . . . . 
senior Senator from Kansas [Mr. CURTIS] is necessarily absent It IS said ~hat pu?licity of tax returns is ~nnoyrng. I have 
on account of illness. I been. ~.mabie, rnlistenrng to the argument~ and m readi?g ~he dis-

Mr. GERRY. I wish to announce that the junior Senator cussion, to find out wha~ is so ann?Jing or so o?Jectionable 
from Texas [Mr. MAYFIELD] is detained from the Senate on about the returns of a ~an s income berng made public any more 
account of illness. than the returns of h1s property taxes or his ot~er taxes in his 

The PRESIDING OFFICER. Eighty-two Senators having home community. I ask thos~ who are proposrng to close the 
answered to their names, a quorum is present. The question is books. and keep all information secret, what. harm has been 
on agreeing to the amendment of the Senator from Nebraska d?ne rn the ~~0 ;ears we have had even this unsatisfactory 
[Mr. NoRRis] to the committee amendment. kii_ld of publicity· I want to kno'"! who ~ ~msiness has been 

Mr. SMOOT. I ask for the yeas and nays. ru:~ed? Who has. been hurt by t~s _publicity? It i. clearly 
The yeas and nays were ordered. ev ent from the report ?f the maJOrity of the committee, e ·-
Mr. DILL. .Mr. President, if the representation now in the pecially from t~e ~evelations made here this. afternoon by ~he 

Senate Chamber had been here for the last two or three hours Senator from Nebraska [Mr. NoRRis], th~t rnstead of closmg 
and had heard the revelations regarding the Internal Revenue the books we ought to op~n them ~ore Wld~ly, and instead of 
Bureau as ·presented by the Senator from Nebraska [Mr. shutting down upon the mform~t10n that Is there we ought 
NoRRIS], I think there would either be a number who would to throw op~n the doors. ~ believe that the increase in the 
not want to vote or they certainly would not vote with the amounts of mcome taxes paid last year by the wealthy is due 
committee. I did not bear them all, but I heard enough to largely to the publicity section of the 1924 law. 
convince me that if there were no other reasons why the The S~nator from T~nnessee [M~. McKELLAR] a few days ago 
light of publicity ought to be allowed upon these returns the in speaking on the subJe~t brought ~to d~rect contrast the secret 

· . in t in 'th methods now pursued m connectiOn with income-tax returns 
way they have o~rated behrn~ closed doors the pas at and refunds and the public method of handling such proposals, 
department is in Itself conclusi-ve. when he proposed that we have a court that hereafter would 

TAKE NO BACKWARD STEP handle all questions of refund. What would Senators think of 
When for years a policy has been fought for and finally a court hearing the case of a man who applied for a refund 

won, and then when it has been improperly applied, and when saying that because the question affected the man's income the 
a practice has been called publicity which is not publicity at court would close the doors and make it a secret trial? Yet 
all, and all this is unsatisfactory, I do not understand why we that is what is going on now in the Internal Revenue Bureau 
should then be expected to repeal the real publicity provision and will continue to go on. The results are becoming more and 
for which the Senate voted two years ago by such an over- more burdensome to the Go-vernment. The amount of refunds 
whelming majority. is becoming greater every year. I notice in the estimates that 

HA a ·oT HAD RE.!L PUBLICITY are made for receipts and expenditures the amount of refunds, 
we are told, will be greater next year than la t year. In fact 
in estimating the amount of money that is going to be in tb~ 
Treasury they estimate that so much will have to IJe paid back 
to taxpayers, and all of the hearings and proceedings leading 
up to these refunds are secret. 

Why do I say that the so-called publicity of income-tax re
turns which we have had for the past two years is not pub
licity at all? Because what we have had has been simply 
publicity of the amounts returned, and that was not originally 
voted for by the Senate at all, but was brought in in the con
ference report which had to be accepted or rejected as a 
whole. So we ha-ve had Government employees preparing 
lists for the newspapers, and then the newspapers publishing 
those lists, giving the income taxes paid by men from $1.50 
up to a million dollars. At the same time, the doors and books 
are closed, so that it is impossible for unyone to go into the 
records and find the explanation of any seeming discrepancies 
between the amounts paid and the amounts earned. 

LO~G FiGHT F<>R PL'BLICITY 

This proposal for publicity of income-tax returns is not new. 
Publicity existed dul'ing the Civil War and added milliona to 
the Treasury. The Ways and Means Committee of the House 
of Representatives in 1866 inserted a secrecy provision in the 
revenue bill so that the returns should thereafter be made 
secret. Later the income-tax provision was repealed. 

In 1894, when the income tax law was enacted, the retu::-ns 
were again made secret, and when the Supreme Court declared 
the law unconstitutional the returns were ordered destroyed by 
law. 

In 1913, when the income tax was again adopted, the returns 
were made secret, and fight after fight has been made in both 
the House and the Senate to secure the same measure of pub-
licity for the income-tax returns that exist regarding other 
public records. 

I remember, as a Member of the House of Representatives 
some years ago, I made the motion myself to amend a revenue 
bill to provide for publicity of income-tax returns, but I was 
unable to get enough support to secure a roll call. Year after 
year that motion bas been made, until last year the demand 
became so strong in this body that by an overwhelming ma
jority we put a provision into the statute that is perfectly 
natural and perfectly proper, namely, that these income-tax 
1·eturns should constitute public records. 

'.rhen, when the bill went to conference, the provision of 
the House, which was an innocuous, meaningless provision, 
namely, that the lists of the taxpayers' names and addresses 
should be printed, was adopted, and the words added to it, 
"with the amount that each man has paid." The very fact 
that a newspaper can now publish the names of all the tax
payers, and the amount of money which each taxpayer pays, 

I do not know of anything more objectionable that. the 
Congress could do than to continue a system that invites the 
clerks and subordinates in the Internal Re-venue Bureau who 
have the information in se·cret, to resign from the department 
and go to those concerning whose returns they have secret 
information and become their attorneys or representatives to 
bring about a refund in which, of course, they share largely. 
If the books were open, if the records were public records 
like other records, then that sort of thing could not happen, 
because the men inside the service would have no secret infor
mation which those outside could not sPcure. 

The records show that something over 6,000,000 people paid 
income taxes last year. It is proposed by the pending bill 
that their income taxes shall be secret, but all the taxes of all 
the rest of the people, some 80 per cent of all kind of taxes, 
shall be public. Why discriminate in favor of secrecy for 
those who have sufficient incomes that they make an income
tax return while we turn the light of day upon all the taxes 
of the rest of the peo11le who have smaller amounts of prop
erty? Abraham Lincoln fa\ored income-tax publicity. Horace 
Greeley favored it; Benjamin Harrison favored it. Tltis Sen
ate favored it in 1924 and should pass this amendment. 

MILLIOXAlRl'. ".rAX R~DUCTIOX BILL 

It is a striking fact to me that the revenue bill called a 
tax reduction bill is, after all, written prim~rily in the intHest 
of those with great wealth, and that at this time tile pub
licity provision is to be wiped out, in addition to all the other 
things that are being done for those of great wealth. I recog
nize that the bill does contain some pronsions in the interest 
of the common people. About 2,500,000 people are to be re
lieved of income-tax returns who ·e incomes are less than 
$3,500 in the case of married people and $1.500 if they are 
single. I recognize that it abolishes about $130,000,000 of 
sales taxes. But when I have said that I have said about all 
that can be said about the bill in the interest of the ma~·:ses of 
the plain people. 

0\·er against that we w1ll have something like $10,000,000 
of miscellaneous taxes and $29,000,000 of theate-r taxes, 
$46,000,000 of stamp taxes, and about $GD,uoo.ooo of automo
bile taxes continuiug on business, if you please. The ·e sales 
taxes are to ren: .:~ upo~ the people as a permanent peace-
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time system, because we have practically reached the limit 1n 
the reduction of expenditures. The Budget report of the 
President states that in the coming year we shall spend 
$DO,OOO,OOO more than we did last year. 

The estimate is that in 1927 the reduction will be about 
$120,000,000, but unexpected demands for money will probably 
absorb that. So we are passing a tax reduction bill that pro
poses to leave a large amount of sales taxes on the people, 
while we are, first, cutting to the e~tent of 50 per cent thl3 
taxe of those whose incomes are more than $100,000 and, in 
the next place, we are wiping out $110,000,000 of inheritance 
taxes. Doctor Seligman estimates the inheritance tax would 
bring in $120,000,000 next year, enough to abolish all the sales 
taxes. Then we are going to wipe out the gift taxes on the 
wealthy, too. Since the bill does all this for the millionaire 
class, naturally those who wrote it want to wipe out the pub
licity section also. 

LOWERING SURTAXES LOWERS RECEIPTS FROM WEALTHY 

I have never seen a tax bill since I have been studying tax 
legislation that did so much for the millionaire class. I ba ve 
been amused as well as amazed at the arguments that are pre
sented in behalf of the lowering of the surtaxes on the blg 
incomes of rich men of the country. To me the most ridiculous 
argument that is made is that if we cut down the surtaxes wa 
will bring in more revenue. I heard that so often that I 
thought it would be interesting to take the records and see 
whether the men who wrote the tax bills during the war to 
raise large sums for war purposes knew what they were doing. 
I examined the records to find out how much money we secured 
on the big incomes above $100,000 when we had a rate of 65 
per cent, which we are now reducing to 20 per cent. · I want to 
give the figures because I think they ~re interesting. 

In 1916, when the normal rate was 2 per cent and the sur
tax 13 per cent, the total taxes paid by those with incomes in 
excess of $100,000 a year were $126,000,000. In 1917, when the 
normal tax rate went to 4 per cent and the surtax to 50 per 
cent, the amount of income taxes received from people with 
incomes of more than $100,000 was $361,000,000. In 1918, when 
the war was at its height and we raised the normal tax to 12 
per cent and the surtax to 65 per cent, we received $469,000,000 
from people whose incomes were more than $100,000 a year. In 
1919, when we reduced the normal tax to 4 per cent and 8 
per cent but retained the 65 per cent surtax, from those with 
incomes of mClre than $100,000 a year we received $533,000,000. 

That $533,000,000 is the answer to those who say we get 
more money when we lower the surtaxes on the big incomes. 
In 1919, I repeat, with a 65 per cent surtax on incomes of over 
$100,000 a year we got $533,000,000. In 1920 the receipts fell 
off to $323,000,000. I think there were two causes-one that 
the business of the country was not so good, and the other 
that many of those with the greater incomes were leaving their 
surpluses in great corporations undivided, and so did not have 
to pay the tax. In 1921, as conditions grew worse, the receipts 
dropped down to $202,000,000. In 1922, when we reduced the 
surtax to 50 per cent, we received $311,000,000; and, of course, 
that is used as an answer to all the other arguments. 

That fact has been cited repeatedly in the debate both here 
and in the other Chamber. The fact of the matter is that 
many of those with big incomes allowed their corporation 
surpluses to remain undivided and they could not be reached, 
knowing a reduction was coming, and when the reduction 
came, they made their returns and the receipts rose to $311,-
000,000. In 1923 the receipts dropped to $212,000,000 because 
they were looking forward to another reduction, and last year, 
1924, when we reduced the surtax to 40 per cent, we got $300,-
000,000. I refer to those figures to prove that almost double 
the amount of tax was received from surtaxes when the 61:S 
per cent rate was being collected, instead of the lower rate, 
from those with incomes in excess of $100,000, because we re
ceived more than $533,000,000 as against $200,000,000, and 
$300,000,000 at the lower surtax rates. 

WRAT REDUCTION MEANS TO MILLIONAIRES 

Let me show just what this surtax reduction means to the 
millionaires. Last year three taxpayers made returns on in· 
comes over $5,000,000. Their combined income was $27,955,319. 
The tax paid was $11,000,000. The l'eduction under this bill to 
these taxpayers will be approximately $5,340,000. That is a 
greater reduction than is given to the 2,000,000 taxpayers with 
incomes of $2,500 per year. Three other taxpayers with in
comes of more than $4,000,000 will have their taxes reduced 
approximately $2,600,000; so that the six highest taxpayers 
under this act will have a reduction of nearly $8,000,000. Mr. 
Mellon, under whose influence this bill was written and is be
ing passed, had an income in 1924 of $4,158,750. In 1921, 
when be was sworn in, his tax on that would have been 

$2,636,000. · If this proposed law pa ses, the tax will be $1025-
000, giving Mr. Mellon an annual saving hereafter of $1,610 000. 
This is a considerable addition to the $15,000 annual aiary 
of the Secretary of the Treasury resulting from his efforts to 
bring about tax reduction. 

FAVOR PROPORTiO~ATE DECR»AS5 

I do not want to be misunderstood. I have no desire to see 
the surtax rate set so high as to discourage legitimate returns 
to those who have large business enterprises. I believe that 
as we reduce the rates for the man with the small income we 
should reduce the rates for the man with the big income. 

In 1924 it was proposed by those who support the idea that 
the lower the surtax the greater the amount of income we get 
from the big incomes in the way of taxes, that we should reduce 
the surtax rate to 25 per cent. A fight was made in the House 
and in this body, and we made the surtax rate 40 per cent. 

, I think that was fair. I thought so then and I think so now. 
If this bill when brought in, had contained a proportionate 
lowering of the tax rate on the brackets above $100,000 that 
it carried on the lower bracket surtaxes I should have had no 
objection. But what they have done is to apply the old l\fellon 
rates, which they tried to get two years ago, and then make a 
proportionate reduction of them. Thus this bill includes the 
Mellon rates of 1924 and the proportionate reduction of this 
bill, too. That is why we have lowered the surtaxes 50 per 
cent, and the other taxes from 25 to 30 per cent. 

What does this reduction in income taxes do? IJt lowers the 
tax on the poor, those with incomes of less than $3,500 a year, 
about $20,000,000. That is, for the 2,500,000 taxpayers it is 
less than $10 apiece. The other three or four million who 
pay taxes on larger incomes save their proportionate share 
also on the exemptions and lower normal rates as well. 

ABOLITION OF INHElliTANCE TAXES 

Another thing that shows this bill is so strongly in the 
interest of the wealthy classes is that it proposes to abolish 
the inheritance tax. It seems to me that if there was one 
thing in it above another which can not be defended that is 
the thing. I have heard it repeatedly stated on this floor that 
we can not secure income taxes from the man with large 
amounts of money invested in tax-exempt bonds. Under the 
inheritance tax if we can not tax him while he is alive and 
because he invests his money in tax-exempt bonds, we will get 
some part of it when he dies. 

The other House went part way in abolishing the inheritance 
tax by reducing it, but when the bill got into the Senate com
mittee they went all the way and recommended 1t be eliminated 
entirely. So under this bill, 1f this provision shall stand, the 
man who put'3 his money into tax-exempt bonds will be prac
tically tax free in this country. We will have lowered his sur
tax to 20 per cent on all his income above $100,000, and then it 
is provided in the bill that his estate shall not pay any inherit
ance tax at all to the Federal Government. 

I doubt if the House provisio)l is constitutional; I doubt 1f 
we have a right to provide that the States shall receive a cer
tain amount of a tax which is levied by the Federal Govern
ment ; but I have no doubt nor has anyone else any doubt about 
our right to collect inheritance tax on great fortunes. Had the 
committee seen fit to raise the exemption from $50,000 to 
$100,000, for instance, there might have been justice in that, 
leavi,ng all of an estate under $100,000, as we do now in thb 
case of $50,000, for taxation by the State alone ; but when men 
accumulate great fortunes of millions and hundreds of millions 
of dollars they draw those fortunes from the entire country, 
and when those fortunes pass by descent or by devise it is only 
fair and right that a Government which must raise more than 
$3,000,000,000 per annum should get part of that money from 
those who receive it purely by the operation of law. 

INHERITANCE TAX LEAST BURDE~SOME 

There are m y theories of taxation, but there is no theory 
that is so satisfactory to the people as the theory that taxa
tion be made the least burdensome possible. I know of nl) 
tax that is less burdensome than the tax on great inherit
ances. When a man receives $50,000 as an inheritance aud 
then the Government takes 1 per cent on what be receives 
over $50,000 and 2 per cent above $100,000, and so on, I 
submit that that man never did get and never will get money 
at so little expense as by such a tax. Yet, it is proposed here 
that we shall wipe out this entire system of inheritance taxes, 
and that the great fortunes from which come the great in
comes, shall be free from taxation so far as the Federal 
Government is concerned. 

Sir, the inheritance tax is a tax that is almost as old as 
government itself ; it is a tax that was used long ago under 
other governments ; in our own country it was used as early 
as 1797. Such a tax was imposed then; it has been imposed 
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at Tttrious times throughout our history, and it has had 
the indorsement of the best and greatest authorities on taxa
tion that the country has produced. 

ERA OF BIG BUSIN»SS 

Yet to-day it is proposed that we shall wipe out that inheri
tance tax of $110,000,000, and leave ta.xt>s on automobiles, taxes 
on theater admissions, stamp taxes, and taxes on miscellaneous 
items of every kind. ·why? Because this is the era of big 
business ; this is the era when great wealth is in control of the 
Government; this is the era when the Government does the 
bidding of those who would have the Government operate in 
the interest of the great combinations of capital under the 
control of one man or of a few men. 

In addition it is proposed to abolish the li ttle gift tax which 
produces $7,000,000. Of course, if we are going to abolish the 
inheritance tax we might as well abolish the gift tax also, 
becau e the gift tax was created to protect the inheritance tax. 

Mr. COPELAND. lUr. President--
The PRESIDING O:B,FICER (Mr. IcNARY in the chair). 

Does the Senator from Washington yield to the Senator from 
New York? 

1\Ir. DILL. I yield. 
Mr. COPELAriD. 1\lr. President, I dislike to have this mat

ter passed without saying to the Senator from Washington 
that there might be some p·ersons who feel that they are 
really friendly to the people and yet do not quite follow the 
Senator in his logic. I agree that it is a very easy thing to 
collect an inheritance tax. The head of a family dies, and 
from the mourning widow, helpless, perhaps, even though she 
has a high-priced lawyer, it is easy to take this money. I can 
not see-and I have said it b'efore in this Chamber-why the 
minute a man dies his estate owes money. Why does not the 
man owe the money to the Government while he is alive? The 
minute he dies, the nert hour after he dies, the State inter
feres to take away from the estate a c'ertain portion of the 
property which he has accumulated. 

I said the other day, and I desire now to repeat to my 
friend from Washington, that I think a great many fortunes 
are built up, not alone through the efforts of the man whose 
estate pays an inheritance tax1 but through the efforts of the 
wife and th'e family of that man. So it has always seemed 
to me that it is a cruel thing, simply because a man has died, 
to provide that a portion of that property, accumulated through 
the joint efforts of members of his family, must go to the 
State. 

I want to speak of that to my friend from Washington be
cause it is my purpose to vote with the committee in this 
matter of the inheritance tax ; and I do not want him to read 
me out of the good group because I shall take that particular 
step. 

1\Ir. DILL. Well, Mr. Pre ident, I would not attempt to do 
that to the able Senator from New York, whom I love and 
admire, and whose progressive stand on so many questions in 
this Chamber while we have been here together has won my 
highest admiration; but I want to remind the Senator, taking 
the case at its worst as he states it, that when a man and his 
wife have worked and accumulated a fortune, and she is left 
$50,000 of it without its being touched by the Federal Govern
ment, and the Government takes only 1 per cent of the next 
$50,000 and then takes 2 per cent of the next so many thou
sands, and so on, and not until $1,000,000 is reached does the 
Government take 40 per cent--

1\lr. LE:NROOT. Not until the e tate amounts to $10,000,000. 
:Mr. DILL. That is better still. I did not have the brackets 

correctly in mind. I think it is of some value to live under a 
Government under the operation o~ which such great masses of 
property can pass securely and safely protected by the law. 

I wish to say further that I think when the husband dies 
and all of his property is left to the wido and the family 
alone she can well afford to pay the small tax which is re
quired-and the taxes are small until the immense estates 
are reached. I do not know of anything that can more easily 
bear the burden of a tax than the part of the fortune that 
goes into the hands of the widow or her family to be used by 
them without any incumbrance whatsoever. 

Mr. COPELAND. Mr. President, ~rill the Senator yield 
further? 

M:r. DILL. I yield. 
Mr. COPELAND. I would join the Senator in an improve.

ment of the bill, in making the tax really a graduated tax as 
to the man while he is alive who has a great income and has 
accumulated a great amount of property. I think he should 
):>ear his full proportion of the tax, and I would go with the 
Senator as far as he cares to go in that direction; but I have 
always thought it was cruel, just after the funeral was over, 

to step in and say to the mourning family, "While the head 
of the family was alive he owed nothing to the Government, 
but now that he is dead we insist on taking away a portion 
of that wealth." Let us impose the tax while the man is 
alive. 

Ur. DILL. Ah, Mr. Pre ident, I, too, run in favor ot a tax 
that will take a larger percentage of his income when it reaches 
$100,000 or more while he is alive, but then I want to take 
some of his remaining estate, too. Not that I want to punish 
people of great wealth, but I remind the Senator that there 
are governments in this world where men can not accumulate 
such fortunes ; that there is a condition of society in this world 
where these great masses of money can not be concentrated 
together and then passed on to those who come after the 
original owner, and when such a good government exists and 
such a fine organization of society exists that men can con
centrate great masses of capital, as in this country remember
ing the millions and millions who struggle year ~ and year 
out to provide a place to lay their heads, to provide food with 
which to feed and raiment with which to clothe their children 
and to make enough actually to live decently-when I remem~ 
ber these things, I say, I would rather take the neces ary 
money to run this Government and pay the war debts out of 
the big estates that run up into the millions than I would to 
carry on a system of taxation that bears down upon the masses 
of common citizens of this country. 

Mr. LEI\TROOT. Mr. President, will the Senator J-ield? 
Mr. DILL. Yes. 
Mr. LENROOT. 1\lay I say to the Senator that under the 

present law an estate of $100,000 pays only a tax of $500. 
Mr. DILL. I thank the Senator for that statement. 
Mr. COPELAND. Mr. President, will the Senator from 

Washington yield further to me? 
Mr. DILL. I yield. 
M.r. COPELAJ..~D. I do not care what the amount is; I do 

not care if it is only $1.~0 ; it is the principle of the thing to 
which I object. Here is a man who goes through life and ac
cumulates a great fortune and the Government does not pre
tend to confiscate any of it while he is alive. When he is 
dead, however, the Government says to his family, '·We are 
going to take away some of that money." 

Mr. LENROOT. Mr. President, then, I take it, the Senator 
from New York is also opposed to the States imposing any 
inheritance taxes for the same reason, if it is a matter of 
principle? 

Mr. OOPELAND. I will say to the Senator that I am. 
Mr. LENROOT. I understand the Senator's position. 
Mr . . COPELAND. Yes, sir ; I am opposed from the begin

ning to the end, whether it is a Federal matter or a State mat
ter, to the idea of an lnheiitance tax. I think it is an immoral 
and indecent tax. In time of war and of the Nation's neces
sity it is all right to say we are going to take money wherever 
we can get it, and an inheritance tax is an easy way to get it, 
but in times of peace, in ordinary times, I am opposed to the 
inheritance tax. 

1\Ir. DILL. The Senator realizes that to-day we have to 
spend annually something over a billion dollars for interest 
charges because of the war we had recently, and the money 
must come from somewhere ; and the Senator realizes further 
that according to the vote taken in the Senate we have cut the 
surtaxes on the big incomes of more than $100,000 to 20 per 
cent. The rich man can put his money into tax-exempt securi
ties, and we can not touch him while he is alive. and thus the 
Senator under this bill is unable to do the thing which he 
wants to do ; and I ask him how he is going to get any taxes 
out of the people who put large amounts of money into tax
exempt securities? 

Mr. COPE~TD. Mr. President, if the Senator will per
mit me, I did not suppose that I would ever stand up here to 
defend thi$ bill. 

Mr. DILL. I hoped the Senator would not. 
Mr. COPELAND. But, as a matter of fact, if I understand 

the bill correctly, 1t cuts out something like 2,500,000 tax
payers. 

Mr. SMOOT. Two million three hundred and fifty thousand. 
1\Ir. COPELAND. It is a "cussed" bill, of course; we agree 

with the Senator; and yet, after all, when we consider that 
the terms of the bill are such that 2,350,000 persons who paid 
taxes before are not going to pay any taxes under the bill, 
it is not so bad after all. But I will go with the Senator. He 
asked me a question, and it justifies my taking a little of his 
time. I do feel that in the upper brackets we did not do as 
we ought to have done. I think there are certain inequalities 
in it which should be corrected ; but I suppose any tax bill 
would be considered an imperfect one. It is impossible to 
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have it exactly right; but let us give the deY11 his due once 
in a . while and say of this tax bill that on the whole it is 
an improvement on what we have had in the past. 

Mr. DILL. Then the Senator is not only willing that we 
shall stop all increases of surtax on the incomes above $100,000, 
which he knows has been done by a vote of the Senate, and 
yet he is willing to support this provision of the bill permitting 
men with these tremendous fortunes to put them into tax
exempt securities, and thus escape all Federal taxation ; is that 
true? 

Mr. COPELAND. No. You know, Mr. President, a man has 
to be judged according to his general actions. So far as I am 
concerned I am opposed to all tax-exempt securities. 

Mr. DILL. But the Senator knows that there are many, 
many billions of them in existence. 

Mr. COPELAND. I know it; and if I had my way, I would 
wipe them out. ~ 

Mr. DILL. But there is no way of wiping them out. 
Mr. COPELAND. They have led nations and States and 

municipalitie into extravagances of every sort, and I wish we 
could wipe them out, and I have no quarrel with the Senator 
in regard to what should be done with these upper brackets 
while the men are alive. The fault I find with his position 
is that he wants to make the attack on the poor widow after 
the man is dead. 

OPPOSED TO TRANSFER OF POWEll BY DESCENT 

Mr. DILL. I am thinking most of the millions of others, 
whether widows or not, who never have any inheritances--aye, 
not even incomes upon which to pay taxes. Mr. President, 
the Senator said something about principle in connection with 
the inheritance tax; and I want to discuss this matter of prin
ciple a little from another angle. 

If there is any one thing that American institutions are 
erected against, it is the transfer of power from parent to child, 
the transfer of power by descent. I have read arguments to 
the effect that a high tax on inheritances would tend to break 
up great fortunes that might be left. I do not think it woul(J. 
tend to break up any that should not be broken up ; and if I 
could be certain that it would break up some of them, I would 
be all the more in favor of it. We live, however, in an age 
and in a condition of society in which money is power ; and it 
is very seldom that those who inherit money inherit the ability 
of those who have the power to accumulate and bring together 
the money. When we permit these great fortunes to pass 
unimpaired and untouched we transmit power into the hands 
of those who as a rule are not worthy of using that power and 
wtrn can not and will not use it in the interests of society, or 
as it probably would have been used by those who earned it. 
So I say that from the standpoint of principle there is an argu
ment in favor of the inhe1itance tax, because it tends to put a 
limit upon the transmission of power by descent. 

THIS BILL LEADING TO SALES TAX 

M.r. President, I want to say one other thing. Tb.ls bill, 
fathered by those by whom it is fathered and managed by those 
by whom it is managed, is a very natural product. There has 
been for many years a vast difference between the theories of 
taxation advocated by the two political parties. The Demo
cratic Party has not only been in favor of a graduated income 
ta:x:, but, so far as I have been able to learn up to this time, 
they have carried out that graduation in a regular form. This 
bill has abolished all of the graduated income tax that it could 
abolish. The Democratic Pl\rty bas stood for a graduated in
heritance tax, but the authors of this bill have wiped out all 
the inheritance taxes, graduated and other kinds, too, they 
have wiped out all the gift taxes, even though to do so they 
were forced to leave a tremendous amount of sales taxes still 
on the business of the country. 

Do you remember two or three years ago the agitation which 
was carried on in this country by the leaders of the Repub
lican Party, particularly Mr. Mellon and those who worked 
with him, in favor of having a sale/tax to replace these taxes? 
I say to yon that this bill leads directly toward the eventual 
adoption of a system of tariff and sales taxes if those now in 
control of the Government can have their way. 

This system leads to the abolition of .the taxes on wealth 
and to the abolition of the taxes on estates, even in spite of 
the fact that we have to spend a billion and a quarter dollars 
every year to pay the interest on the war debt alone ; and then~ 
on top of that, the colossal failure of statesman hip on the 
part of -those in control of the debt settlements has brought a 
further problem upon us. 

DEBT SETTLEMENTS DISGRACIIEUL 

I do not intend to go into the debt settlement, although I 
think very properly it ought to be a part of this tax bill, for 
we can not consider thi.., taxation system without considering 

the debt settlement also. I ventm·e the assertion that no coun
try ever called a settlement a debt settlement that made such 
terms as this Government's repre entatives ha-re made with 
some of these foreign governments. It ought to be called a 
debt-remission settlement or a defalcation settlement, because

1 as the junior Senator from Nebraska [Mr. HoWELL] showea 
the other day, we are actually canceling the principal of these 
debts, and the countries that are indebted to us are not even 
paying the regular interest of 4* per cent according to the 
understanding upon which they borrowed the money. I say
it is all a part of this great system of assisting those with 
great wealth. 

LOOKL ·o BACKW ABD 

Mr. President, I can look into the future a few years, whe.q 
I probably shall have pa sed my three-score and ten of allotted 
years, and as an old man I shall hear discussed this period of 
American history, and I shall hear discussed the betrayal of 
the interests of the masses of the American people br tho e 
now in charge of the Government. I shall hear stones told 
of how those in charge of the Government, beginning with the 
millionaire Secretary of the Treasury, whose income ran into 
the millions annually, supp<rrted by a President in the White 
House who in his quiet but scheming way assisted in every 
possible manner and then, supported by the leaders in the 
Bouse and Senate, Mr. GREEN and Mr. SMOOT, established a 
taxation system that freed great wealth from bearing its pro
portionate share of the tax burdeB resulting from the war. 
They will tell how it was brought into t.~ House of Represen- · 
tatives and the high taxes on great f~ cut tremendously 
and the inheritance taxes cut 50 per "cetlt. Then they will 
explain that when the bill came to the Senate, the Senate 
Committee approved of all the other cuts of taxes on great 
wealth and abolished the inheritance tax entirely. 

.After that length of time has elapsed this millionaire tax 
reduction bill will be seen to have been only part of a series 
of governmental manipulations and machinations in the inter
est of the concentration and consolidation of great wealth 
under the control of a small number of wealthy men in this 
Republic. In those days they will tell the story of the legis
lation that compelled great railroad corporations in this coun-
try to consolidate. They will show how the Federal Trade 
Commission, originally established to prevent monopolies, closed 
its eyes to monopoly and connived, if it did not openly permit, 
the greatest combination of capital the world bas ever known. 
They will tell how the Tariff Commission was changed from 
an independent body into an organization that served the a 
interests, and the great triumverate of that story, the big 
three who sat behind the scenes of action and pulled the 
strings that manipulated the whole scheme, will be none other 
than the biggest millionaire in our day, the Secretary of the 
Treasury, Mr. Mellon; the President, Mr. Coolidge; and the 
genial leader- from Utah [Mr. SMOOT]. It will be truly re
corded that they did a wonderful job, and I congratulate them 
now upon the perfection of their work, which will not be real
ized entirely until a later day. If I were on their side, I 
could not conceive of how it could be more completely and 
more perfectly accomplished than they are now doing it. 

On such occasions, a '3 an old man, I shall sit and listen and 
reflect upon my career in this body. I shall sometimes arise 
and say, " I was in the Senate then. I knew those men. I 
associated with them almost daily. They forgot the interests 
of the millions and served the interests of the few, and the 
political and economic ills that resulted from their action 
should be henceforth and always a warning against such a 
betrayal of the people's interests in the future history of this 
Republic." 

TIDE WILL TURN 

I shall not attempt to-day to be ~uch a prophet as to try to 
tell you how the people will overthrow this system long before 
those years have passed. I only know that when the p2ndulum 
of public sentiment swings to the othe-r e:>..1:r.eme the people will 
go to the polls and by their votes will 'rebuke the betrayal of 
trust that I have described. 

Let no man think that this tide of reaction that now dulls 
the public sentiment of the masses into indifference is a perma
nent state of affairs. Let no man think that these monopolies 
and billion-dollar corporations controlling the food of the 
country, the industries of the counh·y, and the resources of the 
country will be permanent in America, o~: that a few men shall 
continue permanently to exploit the hundreds of millions of 
people and those who come after them. 

No, sir; I say to you the pendulum will swing the other way, 
and at a little later period-it may be two years, it may be five 
years, but it will not be long-the masses of the people of 
America will under tand this situation. They will know who 
the men 1·esponsible for it are. When they do understand and 
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when they do know, they will act and act decisively. God 
grant that the reaction, when it comes, may be peaceful, 
orderly, and constitutional. 

B[LL BOTH GOOD A~D BAD 

'Mr. President, I know that there are some good provisions In 
this bill; but the bad things in it that give an advantage to 
great wealth are such that they balance, if not overbalance, 
whateyer good thing are in it and a Senator can justify vot
ing either for or against its final passage. The publicity of 
income-tax returns is only one feature of this legislation ; but 
it is a fitting part of a scheme that makes the Government the 
assistant to monopoly and consolidations of business, rather 
than the protector of the people against monopoly and consoli
dation. 

Mr. LA FOLLETTE. i\lr. President, I do not intend to de
tain the Senate long in discussing the amendment offered by 
the Senator from Nebraska [Mr. NoRRIS]. I do, however, be
lieve that the experience of the State of Wisconsin under a 
similar provision of law is in point. 

The provision of the ·w1 consin law regarding income-tax 
returns is substantially that now proposed in the amendment 

,offered by the Senator from Nebraska [Mr. NoRRIS]. The pro
visions regarding secrecy of income-tax returns were repealed 

1 

in chapter 39, Laws of \Viseonsin, 1923. At the time this 
provi ion was under discussion there the same arguments 

, which are raised agains~ the adoption of this amendment 
were brought forwar~:-W the Wisconsin Legislature. It seems 
to me, therefore, t jbe experience of the State since that 
time has bearing upon the consideration of the present amE-nd
ment and what may be expected should it be written into law. 
In that connection I desire to read two telegrams which I 

' have received concerning the experience of the State of Wis
consin since the income-tax returns have been treated as our 
other public records In that State. The first is from Hon. 
John J. Blaine, Governor of the State of Wisconsin, and I read: 

Fears created by repeal of secrecy clause in State income tax Jaw 
were unfounded and there is no demand to rclnsta te secrecy clause. 
Benefits flowing from publicity of income-tax returns have been sub
stantial and direct. Greater care has been taken in making income 
returns by taxpayers, resulting in more accurate and full returns of 
incomes. Publicity of income-tax returns has promoted generous and 
valuable assistance to income-tax officers by the public. Suspicion 
that prevailed under secrecy clause bas been swept aside as tax
payers now know that they may know whether their neighbors make 
full and accurate returns. Carefulness and honesty in making Income 
returns has been promoted. The mo t significant fact is that since 
repeal of secrecy clause income-tax field auditors have been unable to 
find back income taxes withheld in any way comparable with amount 
of back income taxes withheld under secrecy clause .. 

The second is from Hon. Herman L. Ekern, attorney general 
of the State of Wisconsin. For the information of the Senate, 
I read his telegram : 

The Wisconsin law wiping out all provi ions tor secrecy of income
tax returns has been in force since April 16, 1923. Hon. Carroll 
Atwood, now chairman and member of the Wisconsin Tax Commission 
since 1~21, states that the present law operates beneficially, has re
sulted 1n no serious abuses, and that experience bas been such that 
there is no general demand for restoration of the secrecy clause. I 
agree fully with his conclusion. It is certain that the treating of 
income-tax returns the same as other public records discourages viola
tions or attempted evasions ot the law, indicates necessary readjust
ments of taxes nnd other laws, promotes honesty in administration, 
and inspires public contldence in the integrity of those who administer 
the law. In Wisconsin the studies of income-tax returns made possible 
by the removal of the secrecy clause has disclosed in a striking way 
the excessive total tax burdens borne by farmers and the great mass 
of home owners when their total taxes are compared with their total 
incomes. It has also exposed in a concrete way the most vociferous 
opponents of income taxation as those who enjoy the very large profits. 

As suggested in the telegram which I have ju t read, Hon. 
Cnrroll D. Atwood, chairman of the Wisconsin Tax Commission, 
has made the following statement : 

Comparatively few Instances in which income-tax returns have been 
examined since the secrecy clause was repealed, but an increamng 
uumber of such examinations made In recent months. There is no case 
of known misuse of these returns, and publicity feature has in no 
manner interfered with the administration of the law. 

The Wisconsin Tax Oommission has placed no restriction 
whatsoever upon the examination of income-tax returns except 
to insist that these returns must be examined 1n the office of 
the commission. It has, however, allowed parties to freely 
make copies of these returns if desired. Nor has it demanded 
that it be advised of the purpose of examinations made, but 

in most instances the parties have voluntarily given this infor
mation to the tax commission. I am advised that the inost 
surprising feature has been that only a comparatively small 
number of returns have been examined by anyone. There are 
no known instances of examination of income-tax returns by 
credit men, whom it was anticipated by opponents of the pul>
licity provision would make extensive use of these returns. 

During the period of great profits from 1916 to 1920 an audit 
conducted by the tax commission showed whole ale under
statements in the income-tax returns made to the Wisconsin 
Tax Commission. This fact is established by the audits which 
resulted in the assessment of $3,500,000 of back incom~ taxes. 
As suggested by the governor in his telegram- · 
carefulness and honesty in making income-tax returns has been pro
moted [by publicity]. The most significant fact 1s that since the 
repeal of secrecy clause income-tax field auditors have ~n unable 
to find back income taxes ,withheld in 'hny way comptuable with amount 
of back income taxes withheld under secrecy. 

As has been frequently stated In the debate upon this amend
ment, the compromise provision for partial publicity provided 
in the 1924 act was an ineffectual measure. It provided merely 
for the publication of the total tax paid and in no way met 
the situation. 

The publication of the amount of tax paid does not bring 
to bear upon the income-tax returns of individuals the moral 
~ffect of public scrutiny. Individu~ls and corporations making 
mcome-tax returns under the existing provision knew full well 
that theil· returns were not available for inspection and the 
compelling force of the knowledge that their income-t~x retm·n 
would be ·ubject to inspection was entirely lost. 

Both the Ways and Means Committee of the House and the 
Finance Committl?'e of the Senate failed to offer anything but a 
negative argument. The Finance Committee says on page 7 
of its report : 

With no evidence before it of any useful purpose serYed, the com
mittee recommends the repeal as proposed in the House bill. 

The Ways and Means Committee of the IIouse states on page 
9 of its report : 

The Treasury Department informs your committee that no useful 
purpose has been served by the publication of the amount of income 
tax paid by the various taxpayers. The committee therefore recom
m-ends its repeal. 

It is hardly necessary to point out that neither the statement 
of the Finance Committee nor of the Ways and 1\leans CWll
mittee is an argument In point against the present amendment. 

To my mind the experience which the Federal Government 
had in the sixties is much more in point. At that time there 
was no provision for secrecy in the income tax laws. An edi
torial which was quoted upon the question, when it was under 
consideration during the debate upon the 1921 tax bill when 
an amendment was proposed by Senator La Follette, is worthy 
of repetition at this time. The editorial was written by Horace 
Greeley in the New York Tribune of May 24, 1866. I read 1t: 

The Evening Post has a Washington dispatch whlch says: 
"The Committee on Ways and Means have agreed to an amendment 

of the tax bill providing that lists of income shall not be published nor 
furnished for publication, but they shall be open to private inspection 
at the office of the collectcr. 

"We would like to believe thts untrue. We believe that publicity 
given to the returns of Income submitted by individuals to tax gath
erers bas already put millions of dollars ln the Treasury and gone far 
toward equalizing the payments of the income tax by rogues with th3.t 
of honest men and saved thousands from being imposed upon and swin
dled by false pretenses of solvency and wealth, made on purpose to 
incur debts preordained never to be paid. The knave who sought credit 
on assumption of wealth belled by their returns of incomes, of course, 
hate publicity given to those returns, but why should any honest man 
seek to pass for any more (or ~ss) than he Is worth?" 

In another editorial, written January .26, 186~, the New York 
Tribune says : 

We learn that the publishing of the Ust of Income taxpayers in this 
city, against which the~ has been so much absurd outcry, is likely to 
prove beneficial to the revenue as well as to the consciences of some of 
our "best citizens." Already, as we understand, considerable sums 
have been returned to the assessors and paid to the collectors by per
sons who have discovered " errors" in their original returns of incomes 
since the publication of the lists referred to, and assessors have re
ceived valuable information in reference to the incomes of some gentle
men who should but have not yet amended their returns. 

The :tight continued to prohibit publicity of income-tax ro
turns, and finally in 1870 those seeking secrecy were successful. 
Following the adoption of secrecy in that year, the number of 

. \ 
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returns decreased, and presumably the amount of tax, more 
than 20 per cent. I quote from Senator La Follette's speech on 
that occasion: 

The tatlstlcs published by the Internal Revenue Bureau are such 
that compari ons in all the classes of incomes taxed are not possible, 
but a comparison of the returns of those reporting incomes over 2,000 
is almo t conclusi\"'e. 

In 1 70 when the returns were published, the number showing in
comes over $2,000 were 94,887. In 1871 when publicity was prohibited, 
the number fell to 74,000-that is, from 94,000 to 74,000-then to 
72,000 in 1872, and this in spite of the fact that, as shown by indi
Yidual I.Jank deposits, bank clearings, etc., 1871 a.rrd 1872 were more 
prosperous years than 1870. Similarly in North Carolina, when the 
income-tax returns under the State law were published by the Bon. 
Jo ·ephus Daniels in his paper, the News and Observer, the tax collec
tions immediately more than doubled. 

In the previous debates upon this vitally important subject 
the remarks of former President Harrison ha'"e been quoted, 
but before the Senate "Votes upon this proposition again I think 
that excerpts from his address delivered before the Union 
League Club of Chicago on the 22d of February, 1898, are 
worthy of the erious attention of this body: 

• • • • • 
The special purpose of my address to-day is to press home this 

thought upon the prosperous, well-to-do people of our communities, and 
e pecially of our great cities, that one of the conditions or the security 
of wealth is a proportionate and full contribution to the expenses of 
the State and local governments. It is not only wrong but it is unsafe 
to make a show in our homes and on the street that 1s not made in the 
tax returns. 

It is a part of our individual covenant ns citizens with the State 
' that we will honestly and fully, in the rate or proportion fixed from 
time to time by law, contribute our just share to all public expenses. 
A full and conscientious discharge of that duty by the Citizen is one 
of the tests of good citizenship. To evade that duty is a moral 
delinquency, an unpatriotic act. • • • I want to emphasize 1f I 
can the thought that the preservation of this principle of a pro, 
pot·tionate contribution, according to the true value of what each man 
has, to the public· expenditures is essential to the maintenance of our 
free in titutions and of peace and good order in our communities. 

Mr. Lincoln's startling declaration that this country should not 
continue to exist half slave and half free may be paraphrased to-day 
by saying that this country can not continue to exist half taxed an<l 
half free. 

We have too much treated the matter of a man's tax return as a 
personal matter. 

We have put his transactions with the State on much the same 
level with his transactions with his banker, but that is not the true 
basis. Each citizen has a personal interest, a pecuniary interest, in 
the tax return of his neighbor. We are members of a greater partner· 
ship and it is the right of each to know what every other member is 
contributing to the partnership and wl~at he is taking from it. 

Prof. C. 0. Plehn, in his book " Inb.·oduction to Public 
Finance," has something to say concerning the publicity of 
income-tax returns. Before reading it, I wish to remind Sena
tor that Professor Plehn is one of the leading tax authorities 
of this country. For 26 or 30 years he has been connected 
with the University of California. He is a former pre ident 
of the American Economic A sociatlon and of the National 
Tax Conference: 

To a people unaccustomed to an income tax it may eem that one's 
income is a very intimate, personal, and private affair, and there is a 
natural dread of letting one's business rivals know one's business. 
But as a matter of fact the income-tax statement or retum ...,.ould 
be no more Ukely to be examined out of sheer curiosity or for pur
po es of gossip than are the property-tax returns, about which no such 
veil of secrecy is drawn; and the business rival generally has better 
information already than he could pos ibly· obtain from the returns. 
Against such dark secrecy it may well be urged that it 1s very im
portant to feel assured that aU incomes-my neighbors as well as 
mine--are !u.irly and truly assessed, a thing that can never be 11' the 
final assessments never see the light of day. Fear of publicity is a 
bogie man. This does not mean, however, that publicity should be 
used as a means of duress, to force asse sment~ in excess of what is 
right, just, and equal. 

Mr. President, we have general Federal statutes making pub
lic all records of the Government. We have State statutes 
providing that State records shall be public records. General 
property tax returns in every State in the Union are public 
records. There is no com:pelling argument based on sound gov
ernmental policy for making a special secrecy provision re
garding Federal income-tax returns. No man has any right, 
no man should want to conceal the amount of his income un-

less perchance there is something fal. e in his return or unless 
he is ashamed of the manner 1n which he has accumulated his 
income. 

As has been pointed out in this debate, a provision similar t~ 
the one now pending was adopted in this body by a vote of 
27 to 4 7 in 1924. 

I point out that not only has there been no change in the 
situation since that time which would justify any man in 
changing his vote upon the proposition, but on the contrary 
the evidence produced by the select committee which has gone 
into the situation in the Internal Revenue Bureau more than 
justifies the action which was taken at that time. It seems 
to me that the startling facts produced by the committee should 
furnish any Senator with an open mind, who will tudy the 
question, ample evidence that the amendment should be 
adopted. 

I trust that the amendment offered by the Senator from 
Nebraska will be agreed to. I hope that tho e Senators who 
stood foursquare on this proposition in 1924 will consider care
fully the evidence pre ented in the debates and set forth in 
the report of the committee Which was headed by the able 
Senator from Michigan. If they do I am certain this amend
ment will prevail. 

Mr. SHIPSTE.AD obtained the floor . 
Mr. SMOOT. Mr. President, if the Senator from Minnesota 

will yield to me, I desire to offer a unanimous-consent agree
ment, and I am asking the Senator to yield because a number 
of Senators want to know whether it is going to be accepted 
or not. 

Mr. SHIPSTEAD. I yield for that purpo e. 
M:r. SMOOT. I offer the unanimous-consent agreement, 

which I send to the desk. 
The PRESIDING OFFICER (Mr. HEFLIN in the chair). 'l'he 

clerk will read the proposed unanimous-consent agreement. 
The Chief Clerk read as follows : 
01·dered, b1/ wzanimous consent, That on the calendar. day of Mon

day, February 8, 1926, at not later than 7.30 o'clock p. m., the 
Senate will proceed to vote without further debate upon the amend
ment p: lposed by Mr. NORRIS to the bill H. R. 1, the revenue bill, 
to strike out, on page 118, all a.tter the word "record ," in line 1, down 
to and including line 5, and insert in lieu thereof, " and shall be open 
to examination and inspection as other public recol:'ds under the same 
rules and regulations as may govern the examination of public docu
ments generally;" and then, upon the reported amendment on page 113, 
beginnlng in line 2, before the word "shall," to strike out "but they •• 
and insert " but, except a hereinafter provided in this section and 
section 1203, they." 

The PRESIDING OFFICER. Is there objedion to the pro
posed unanimous-consent agreement? 

1\Ir. KORRIS. l\fr. President, I make no objection if the 
Senator wants to vote on the pending amendment at 7.30, but 
what is the latter part of the proposed agreement? 

Mr. SMOOT. To vote on the committee amendment follow
ing the vote on the Senator's amendment. 

Mr. COUZENS. The committee amendment is the same as 
the House text? 

1\Ir. SMOOT. No, we have Inserted the words "except as 
hereinafter provided in this section and section 1203." 

Mr. NORRIS. I have not any objection to either proposi
tion, but the1·e may be other Senators who want to debate the 
que tion. Why does not the Senator simply offer an agree
ment that we vote at 7.30 p. m. on the pending amendment? 
So far as I know, there will be no objection to that. 

Mr. SMOOT. 1\iy object in asking unanimous consent was 
t{) have final action on the section. 

1\fr. WATSON. Does the Senator from Nebraska have any 
objection to cleaning up the whole section when we vote? 

Mr. NORRIS. Probably not, but I would not like to say 
before my amendment is disposed of. It might interfere with 
some other Senator's intentions. We have not been discussing 
the committee amendment at all. Some one might want to 
discuss it. I am frank to say that I do not know of anybody 
who does want to discuss it, but in the absence of Senators I 
would dislike to make that kind of an agreement. 

Mr. SMOOT. The committee amendment is nothing more 
nor less than a reference to the point in another section. 

Mr. NORRIS. Oh, yes; but there may be debate on the 
amendment after all. 

Mr. COUZENS. May I say to the Senator from Nebraska 
that I have talked to most of the Senators who are Interested 
and I do not think there will be any such debate. 

Mr. NORRIS. If that be true then I have no objection, but 
what is the use of doubling it up now? 

l\fr. Sl\fOOT. I simply want to know whether we are going 
tv get through with the section to-night, or not. 
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~Ir. NORRIS. The only way to find out is to have the 

unanimous consent granted that we vote at 7.30 on the pencllng 
amendment, and we may then vote on it all. 

l\[r. SMOOT. Very well; I will agree to that. 
l\Ir. WALSH. Does it mean that we vote at 7.30 or at any 

time between now and 7.30? 
~Ir. S~IOOT. The unanimous-consent ag1·eement reads, " not 

later than 7.30." 
l\Ir. NORRIS. I think we had better fix it definitely at 7.30. 
Mr. WALSH. As 1t reads now the vote might be taken 

at any time between now and 7.30. 
l\Ir. SMOOT. :Make it "at 7.30" and then there will be no 

objection by anyone. 
l\Ir. COUZEKS. Let us have it read again. I am not clear 

just how it reads. 
The PRESIDING OFFICER. The clerk will read the pro

posed unanimous-consent agreement as modified. 
~rhe Chief Clerk read the modified unanimous-consent agree

ment, as follows : 
Ordered, by tt11.animous consent, That on the calendar day of Monday, 

February 8, 1926, at 7.30 o'clock p. m., the Senate will proceed to vote 
without further debate upon the amendment proposed by Mr. NORRIS 

to the bill H. R. 1, the revenue bill, striking out on page 113 all 
after the word " records " in line 1 down to and Including line :S 
and inserting in lieu thereof " and shall be open to examination and 
Inspection as other public records under the same rules and regulations 
as may govern the examination of public documents generally." 

The PRESIDING OFFICER. Is there objection? 
Mr. SHORTRIDGE. Why can we not make it 7 o'clock in

stead of 7.30? 
Mr. COUZENS. I will state to the Senator from California 

that some Senators have gone to dinner, and I told them there 
would not be a vote before 7.30. 

l\Ir. SHORTRIDGE. Very well. 
The PRESIDING OFFICER. The Chair hears no objection, 

and the unanimous-consent agreement is entered into. The 
Senator from Minnesota will proceed. 

!\fr. SIDPSTEAD. Mr. President, on page 25 of the Treasury 
1·eport dated November 20, 1924-nearly six months after the 
Pre ident signed the bill-Secretary l\lellon ofilcially told the 
country: -

The revenue act of 1924 wlll reduce tax receipts over $430,000,000 
annually, it is estimated, and in addition some of the sources of 
revenue during the past few years, such as realizations on war assets 
and back taxes, are rapidly becoming exhausted. 

From the information available, it is apparent that the Sec
retary of the Treasury was off in his guess about $474,000,000. 
Where the Secretary fell down on his revenue prophecies was in 
overlooking the effect of publicity on the tax dodgers. Both 
the President and Secretary told the country that publicity 

would cut down tax receipts. Moreover, they dreamed that 
they had publlclty blocked by administrative measures, despite 
the publicity provisions enacted by Congress. When the comts 
dismissed the injunctions against the press the administration 
prophecies failed. Then it cam·e to pass, as the Bible foretold 
2,000 years ago : 

If tbere be prophecies, they shall fall. 

The Senate, it will be recalled, amended the 1924 revenue 
bill with three excellent publicity provisions, every one of 
which was fought by the Secretary of the Treasury and his 
Senate followers and afterward condemned by the President 
in his message. Those three publicity measures were us fol
lows: 

First. The Norris amendment making income-tax returns 
public records, subject to public inspection, like the tax records 
of the 48 States. 

Second. The .McKellar amendment making tax refunds and 
abatements public records. 

Third. The Jones-Walsh amendment making the proceedings 
of the Board of Tax Appeals public records, with public hear
ings, and published proceedings available through the Govern
ment Printing Office. As the President complained, the Senate 
made the Board of Tax Appeals almost a " court of record," 
which apparently was not the administration plan. 

Thus, the revenue act of 1924 embodied an effective revenue 
producer, the most persuasive and practical in the world 
namely, publicity, and applied publicity to every step of th~ 
revenue process : Tax returns, tax reftmds, and tax appeals. 
The veil of secrecy safeguarding the tax dodgers was torn 
away. The shroud of mystery screening $1,000,000,000 of tax 
refunds and abatements in three years was torn off the Treas
ury windows. The plan to make the Board of Tax Appeals 
a secret vault for tax-reduction claims was defeated. 

These were the revenue producers that our Napoleons of 
finance overlooked. 

Now arises the practical question, Who were the tax dodgers 
that publicity smoked out? 

I apprehend that the Treasury itself has exposed them, per
haps inadvertently. I presume .Members of the Senate have 
in their offices, if not on their desks, an invaluable analysis 
issued by the Treasury, under the caption, "Statistics of in
come from the returns of net income for 1923," published in 
1925. 

I wish to call attention to a table that is found in the report 
on page 17. It is a table giving the total, by States, of the cor
porations reporting no net income and at the same time having 
paid something like $500,000,000 in dividends. I ask unanimous 
consent that the table may be printed in the RECORD. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

The table is as follows : 

TABLE B.-Corporation returns-D£8tr£butfon by States for the UnUed StateJJ 
[Income returned for the calendar year ended Dec. 31, 1923] 

States and Territories 

Alabama __________ ·--·- ____ -·-------·-···-----·- ______ . ______ ·---· 
Alaska __________________ . _____________________ . __ . ____ -----______ _ 
Arizona ________ . __ -· ____ • ____ • __ • ________________ • ____ . ____ • ___ • __ 

Arkansas _____ .---·--·-----·----·-·-------·-·-------.-·.-------.. --California ________________________________________________________ _ 

Colorado ____ ·----·----------·--·--·----·-·--·-·-··-----·---···---· 
Connecticut_ ____ ---··-·-----·---··-------------·--·---·---·-·-·--
Delaware __ ·--. ___ • ________ ··--·----·--------.·------.-------- ___ _ 
District of Columbia _______________ ---·---·-··--- ____ ·-··- _______ _ 
l!lorlda ___ ----- •. ·-·--- ---·--- ----- ___ ---··- _____ ·--- ·--- ___ ··-· __ 
Georgia.-----·----··--_ .. __ .·---.. ___ ·---·.-·-. ______ -·-.-·-_. __ ·-
Hawaii. ••• ----·-·------··--·---·-·-···----··-·-------··----·--·---Idaho ________ ____________________________________________________ _ 

Dli nols ••• _. ---· --· ·- ·--·. ·- -·----·-. ·--------••• --· -· ____ ·- -· ____ _ 
Indiana_·-··-·-··--·_-----_--···-··-------·--_-----·---·----------
Iowa __ . __ ·---···------- ________ ------ ___ ---·---· ___ ·-------·---- __ 
Kansas ___ --- •. --------- ___ ·-----·---•. ---·-·-----------·---------

f:r~~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Maine------·-------·-·--·-···----·--···--·-··---·--------··-·-·-· 
1\faryland. .•. -------·-------·----·-·-···---·------·--··--···---·--Massachusetts __ .. ___ ·- __ ------- ___________ ----·--·----- ____ ----- _ 
Michigan _______________ ------·- __ ·-·-- __ ---·-----------_·---_--·. 

gl~~J~~-~~====:::::::::::::::::::·:::::::::::::::::::::::::::::: 
Montana ___ --··----------------·----·-------------··-----------·-Nebraska ______ -·--·-----·----··.·----·-- ___ -·. _______ -·- ________ • 
Nevada __________ ··-·-···---···----·- _______ ·--·--. ___ ·--·--·----· 
New Hampshire_--·--··-----·····--·--··---·---------······----·-

Corporations reporting no net Lllcome 

Number Per oent Gross income 

1. 247 
70 

1,014 
943 

1,652 
, 708 
, 119 
628 
652 

1,887 
1,869 

m 
l,Ul 
0,301 
3,678 
8,548 
t941 
1, 772 
2.268 
1;296 
1,973 
6,375 
4,880 
4, 773 

552 
5,54-4 
2.441 
2,001 

819 
871 

34.69 
60.72 
64.93 
36.10 
~~· tJl 
58.45 
88.58 
47.31 
tL40 
43.34 
37.66 
37.88 
66.95 
86.85 
3~.37 
so. 31 
89.40 
34.39 
44.39 
39.31 
41.2.5 
40.19 
40.09 
45.16 
30.58 
88.07 
63.1$ 
4.l19 
10.~ 
13.10 

$79,568,091 
l. 305,579 
30,~580 
72, 1JM, 030 

1. 046, 814, 428 
175, 89~. 200 
482,077,605 
•s. 161,704 
48,092,317 
78,608,312 

160, 498, 503 
18,018,652 
39,057,882 

2, 680, 948, 2.50 
324, 219;913 
222, 390, 726 
186, 240, 432 
133, 990, 263 
2M, 596,681 
13~, 219, 190 
199, 168,269 

1, 192, 622, 31.5 
468, 049, 630 
465, 878, 265 
48,575,559 

617, 221,5M 
60,978,797 

183, 348, 425 
12,705,295 
~~2,367 

Deduction 

$86,793. 7Mi 
1,522,839 

35,817,307 
79, -1.77, 831 

1, 146, 811, 410 
201,309,854 
519, 672, 469 
57,248,274 
53,330,0~ 
00,463,759 

177,492,987 
19,494,472 
44,378, 170 

2, 817,472, 1}23 
360, 239, 016 
245,433, 161 
203, 773, 160 
147,254,905 
Z'/7, 631, 531 
143, 539, 2f11 
~15, 470, 109 

1, 318, 2{i5, 747 
538,097,451 
501' 889, 434 
53,365,29i 

668,489,540 
73,321,912 

196, 650, 576 
15,999,247 
30,798, H7 

Deficit 

$7,225,661 
217,260 

ll, 551,722 
'1, 213,801 

00,996,982 
25,414,654 
37,594,854 
9,086, 670 
5, 237,736 

11,855,447 
16,996,464 
1,475,820 
5, 320,288 

136, 524, 673 
86,019,103 
23,042,435 
17,632,728 
13,264,642 
23,034,850 
10,320,011 
16,301,840 

12.'i,643,432 
70,047,812 
36,011,169 
4, 789,735 

51,267,986 
12,343, 111! 
13,204,1111 
3, 293,952 
2,515, 780 

Dividends 

Cash Stock 

$363,668 
lli, 75Q 

196,038 
759,603 

25,833,716 
6, 438,025 
7,556, 417 
2, 675,541 

943,001 
. 985,691 
2, 677,633 
1.113, 253 

442,749 
12,029,786 
"206, 844 
2, 711,696 
6,404,060 
1, 823,024 
2, 919,899 

73\l, 024 
2, 268,354 

14,838,577 
10,397,0U 
.. 976,476 

748, ll42 
20,030,862 

880,763 
1,176,356 

156,387 
4oo,695 

$10,796 

··----···-20;7oo 
10,750 

5,035, 7!n 
1, 044, 173 

75,740 
760,060 
75,000 

389,584 
1,074, 387 

--·-·-24;359;398 
1, 291,349 

686,003 
370,767 
138,4M 
7!Xl, 761 
584,300 
10,804 

l, 107,750 
6, 858,808 
2, 887,281 

----··-4;950;347 
10,627 

288,836 

---------~20;867 
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TABLE 8.-Cot"f)omtion rtJturns-Distrlbutwn by States for the United States_:Contlnued 

Corporations reporting no net income 

States and Territories Dividends 

Number Per cent Gross income Deduction Deficit 
Cash Stock 

New Jersey __ ----------------------------------------------------- .. ~ 
529 

37.83 $005, 263, 192 $659, 009, 722 $53,746,530 $11, 847, 869 
125,319 

100, 666, 060 
1, 131,735 

291,909 
24,159.367 
10,575,575 
l, 548,386 

23, 778,686 
6, 148,455 
1, 568,246 

383,244 

$959,131 
New Mexico_--------------- __________ ------ _____ ----------------- 55.51 13,781,881 16, 67!1, 926 2, 89{,045 
New York _______ ------------------------------------------------- 29,015 

2, 177 
1,604 
8,3.19 
8,094 
2, 709 
9,178 

41.53 6, 425, 969, 275 6,963,~812 637, 455, 537 14,415, 26() 
219,840 North Carolina. ____ ------------------------- __ ------------------- 36.36 141. 622, 905 163, 277,934 11,655,029 

North Dakota. ___ ------------------------------------------------ 54.59 47,765, 72~ 63,113,974 5, 348,250 25, 809 
a, 388,784 
2, 192, 206 
1, 676,383 

~-14 1, 048, 538, 737 1, 167. 535, 036 118,996,299 
.19 340, 075, 520 394, 118, 021 54,042,501 

0 hio _____________________________________________________________ _ 

Oklahoma. ___ ----------------------------------------------------Oregon. ___ _________ ---- _____ ------- __ ------ __________ ------------- 61.10 142, 873, 528 157, 3«, 091 14,470,563 
Pennsylvania_----- ____________ -----_------- ___ ------------------- 40.61 1, 462, 337, 416 1, j99, 113, 617 136, 770, 201 23,929,110 
Rhode Island _______ --------------- __ ----------------------------_ 912 

1,803 
1,320 
l. 776 
3, 954 
1, 577 

38.76 116, 864, 732 42, 208,801 25,3«, 069 
South Carolina ______ ------ __________ ------- ______ ------- _____ ----_ 43.23 85,863,018 93,690, 970 7, 827,952 203,311 

50,568 
315,489 

2, 085, 896 

South Dakota ____________________________________________________ _ 46.22 39,254,897 43, 317,024 4, 062,127 
Tennessee.-------------------------------------------------------- 36.54 205,544,529 221, 135, 814 15,591,285 1, 949,905 

16,643,413 
1, 214,828 

Texas _____ -----------_ ------------------------------- ------------- 38.66 il12, 923, 189 881, 384,461 es, 461,212 
Utah _______ ------ __________________________ ---- __________________ _ 51.79 65,310,686 • 73, «8, 334 8,137, 648 
Vermont _____________ -----_------ ___ ------- __ ----------- ___ ----- __ 283 

2, 246 
4, 902 
1,974 

27.26 21,678,086 24,661,785 2, 983,699 230,658 
1, 662,933 
2, 831,674 
9. 502,084 
a, 761,886 

VIrginia ________ -------- ______ -------_---------- ____ --------------- 37.70 277,472, 020 aM, 108,083 ZT, 636,063 165, 100 
221,001 
398,14.6 
863,059 ;fs~~~~==~===================================~============ 

50.09 209,548,948 236, 052, 001 26,503,053 
39.00 207, 208, 816 m,22.s,213 20,016,457 

4. 916 
889 

38.42 314, 715, 621 362, 320, 582 37,604,961 
Wyoming ________ ---·---- _____________ • ____________ ---------- _____ _ 64.34 28, 5ll, 679 34, 168,446 6, 656, 767 874,029 35,175 

1----1 

Orand total United States. ___ ------------------------------ 165,594 41.51 21, 106, 184,230 23, 119, 739, 217 2, 013, 654, 987 848, 498, 036 104, 118, 481 

Mr. SillPSTEJAD. Senators will note that the Treasury 
here presents an· exhibit, by States, of 165,594 corporations, or 
41.51 per cent of the corporation total, that report to the 
Treasury "no net income." 

But in parallel columns appears the astounding fact that 
these same 165,000 corporations " reporting no net income" 
pay $348,498,036 in cash dividends and issue on top of that 
$104,118,481 of stock dividends. 

Having discovered a fruitful possible source of increased 
revenue, the problem now before us is to ascertain if this 
productive source actually contributed to the increased revenue 
of 1925. As the calendar year is now finished, but the final 
report thereon will not be available for some time, the solution 
of the problem at first blush appears a trifle difficult. 

But here again the Treasury, perhaps again by inadvertence, 
helps us to the solution. On the second floor of the main Treas
ury building, a few doors down the hall from the ehief clerk's 
office, there is a .large transparency painted "Information" If 
you step into the "information" office, a charming young lady 
will hand you the monthly summary of income-tax receipts. 
This summary will show an analysis of the income-tax returns, 
ilifferentiating corporate income-tax receipts from personal re
turns. We now have an opportunity to discover the source of 
increased income-tax I'evenue for the present calendar year by 
months. 

Income taxes paid are on the third and fourth installments 
of corporations and other large income taxpayers. The small 
taxpayers paid their taxes on March 15. So we know that 
the small taxpayers got the reduction that the Senate voted 
them under the " Simmons plan," for the March 15 tax payments 
in 1925 are mnch below a year ago, notwithstanding the in
creased revenue undoubtedly contributed un the first illh"'tall
ment payments of the corporations and large incomes. 

The significant figures which prove beyond controversy that 
the revenue increase for 1925 is from corporations I shall now 
lay before you. 

I have here a photostatic copy of a compilation of revenue 
collections from July 1, 1925, to October 31, 1925, the first four 
months of the fucal year beginning July 1 last. 

This Treasury chart shows that income-tax receipts for the 
four months July 1 to October 31, 1925, were approximately 
$460,000,000, an increase of $27,816,341 over the same months 
last year. But the striking point which the Treasury chart 
further bring out is that the increase is wholly from the 
source corporation income taxes. 

During this four-month period corporations paid on income 
1n 1925, $253,482,519, against $225,187,861 in 1924, an increase 
of $28,294,657, or 12 per cent, in four months. 

As the quarterly installments presumably are comparatively 
uniform,. there was a similar rate of increase in corporation
tax receipts on :March 15 and June 30, and likewise during 
December. It is plain that corporations a1·e paying into the 
Trea ~m·y at least $100,000,000 more this year than last year. 

Individual tax payments on the quarterly installment basis 
presumably on the larger incomes, appear to be about the sam~ 

this year as last. During the four months following July 1 
1925, individual taxes were $204,-441,473, against $204 919 789 
last year, a difference of only one-fourth of 1 per cent. ' ' 

Therefore the tax reduction shown in March 15 returns was 
wholly due to tax relief for small incomes. Final analysis 
by the Internal Revenue Bureau after the year's 1·eturns shall 
be complete will probably show that small incomes not availing 
themselves of the quarterly installment payment plan realized 
a total relief of possibly $100,000,000 in their annual tax bur
den. Larger indindual incomes will show little change while 
the corporations contributed the entire vo]jnne of rev.enu'e gain. 

There is yet one point to be examined before we may logi
cally maintain that the corporate tax dodgers reported in 
Treasury Table 8, already mentioned the 165 000 reporting 
11 no income " and yet paying $450,000,000 in ~sh and stock 
~ivid~nds, are the ~xpayers who 11 came across." That point 
lS, Did the corporations of the country do a bigger and more 
profitable business in 1924 than in 1923? In other words, did 
they have a greater income on which to pay taxes in 1925 than 
in 1924? 

Again the administration affords us with the economic an
swer. This time the conclusive information is furnished us 
~st by ~he Federal Reserve Board-of which Secretary Mellon 
h1mself 1s the ex officio head-and we have this information 
reinforced by the figures furnished by the Commerce Department. 
The Federal Resene Bulletin and the Current Survey of Busi
ness by the Commerce Department both testify conclusively 
that 1924 was materially behind 1923 in the country's industrial 
acti':ity and volume. of business, fully _15 per cent behind in pro
ductwn of the leadmg manufacturing industries and over 10 
per cent behind in the total level of employme~t. Moreover 
1924 showed a decline in prices in substantially everything 
excepting wheat-and wheat is not yet produced to any marked 
extent by corporations. 

_Take the Commerce Department survey of 1924, compared 
With that of 1923, as to production in the leading industries. 
I have here Secretary Hoover's excellent Survey of Current 
Business, and I have obtained from that report some very inter
esting figures showing the comparative prosperity of the cor
porations of the country in 1923 and 11!24. The survey was 
issued February, 1925, and compares business conditions in 
1924 with those of 19"23 and other years. A digest of similar 
data appears in the Federal Reserve Bulletin. 

Pages 43 to 49, likewise pages 3 and 7, are devoted to the 
iron ~d steel industry, whi~h is presumed to be the great 
economic barometer. 

Iron ore. shipments dropped from 59,200,000 tons in 1923 to 
42,452,000 m 1924, a decline of 16,000,000 tons, or over 25 per 
cent. 

Pig iron production in 1924 declined nearly 25 per cent. 
Ste~l ingot production fell off in 1924 about 20 per cent. 
Umted States Steel Corporation orders dropped over 30 pel 

cent. 
Wholesale prices of iron and . steel averaged in 1924 10 per 

cent below the tariff-inflated prices of 1923 and there was a 
further decline in exports. ' 
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Page 7 of Secretary Hoover's survey shows parallel declines 

in industrial production along pretty much the whole line, as 
follows: 

In the te).1:ile industries, wool consumption dropped from 
641,000,000 pounds in 1923 to 537,000,000 in 1924-a decline of 
over 100,000,000 pounds, or 16 per cent. Cotton consumption 
fell off over a million bales. also about 16 per cent. Produc
tion of fine cotton goods declined in 1924 by over a million 
pieces, or about 20 per cent. 

Bituminous coal production in 1924 was 96,000,000 tons, or 
about 16 per cent below 1923. There were also much lighter 
tonnages of anthracite and coke. Crude petroleum showed re
duced production in 1924:, and gasoline production fell off over 
80 per cent. 

Locomotive shipments in 1924 were reduced, and automobile 
production dropped over 10 per cent-the first material decline 
in years. 

The industrial list of restricted production in 1924 could be 
widely extended, but the fundamental indices, iron and steel 
and fuel, tell the story for the whole. There were exceptions, 
such as building operations and stock market tlnd produce mar
ket inflations along about election day; but the bursting mar
ket bubbles in February and March following exploded the 
"prosperity " pretenses vrhen the full industrial history of 1D24 
was divulged in the yearly reports. 

Every Government official exhibit of 1924 business, after the 
annual returns of industrial production were finally reported, 
showea a radical reduction for 1924 as compared with 1923. 

That brings to mind the report that came from New York 
in the Sunday newspapers that brokers' loans carried by banks 
now total $3,500,000,000. That amount is $1,400,000,000 more 
than was reported on l\Iarch 6, 1924, and $1,500.000.000 more 
than was reported in February, 1920. which marked the high 
peak of after-the-war speculation. We have now a greater 
inflation than we had after the war, a period of inflation 
marked by a tremendous rise in values, particularly in the 
stock market. That started when the Federal Reserve Bank 
of New York on May 1, 1924, cut the t·ediscount rate to 4 per 
cent; later cut it to 8lh per cent, and in August, 1924, just 
before the election, ~t it to 8 per cent, and when call money 
went to 2 per cent and brokers' loans increased in Wall Street 
from the 1st of August to the 1st of :M:arch something like 
$700,000,000. 

Of course, we have an inflation in values and in the stock·· 
market gambling profits, and some people call that prosperity. 
Under the pending tax bill the high surtaxes are eliminated, 
and those who make tremendous fortunes running into the bil
lioM of dollars will now escape their just share of taxes on 
wealth that they have never themselves produced but have 
merely collected this wealth from others through stock gam
bling in an orgy of inflation of credit for speculation. 

I thought it was a rather interesting spectacle to watch the 
debate upon this tax bill. We spent something like a week 
trying to prevent the Government from collecting just taxes 
from the profits of those who made tremendous profits in the 
speculative market, and at the same time, on last Saturday, 
we spent practically a whole afternoon in trying to compel the 
farmers to pay taxes, not upon their profits but on their losses, 
when the Senate debated the question of the exemption of 
mutual farm-insurance companies. 

The story in a nutshell is t·evealed by the employment tables 
published by three Government authorities: The Labor Bureau, 
the Commerce Department, and the Federal Reserve Board. 
And here is the employment record. 

I am now comparing the prosperity of corporations in 1923 
with 1924: 

_Iron and steel employment in 1924 is 14 per cent below 1923. 
Textile employment is 12 per cent below 1928. 
The entire industrial group covering all industries in 1924 

ls 10 per cent below 1923. 
With lower average prices in 1924 than in 1923, there is only 

one conclusion possible, and that is that the industrial and 
thereby the corporate income of the country for 1924 was below 
that of 1923 by a heavy margin, .and therefore that there was 
less corporate income in the country in 1924 to pay 1925 in
come taxes than the year before. 

Our circumstantial case, Mr. President, is therefore com
plete. 

1. Corporation income taxes paid in 1925 on 1924 income 
are $100,000,000 greater in 1925 than in the preceding year. 

2. Corporation income in 1924, paying the 1925 taxes, was 
actually much lighter in volume than the year before. 

Therefore, the increase in 1925 corporate income taxes came 
from corporations that bad evaded their previous year's taxes; 
and those corporations we have in Table 8-the 165,000 which 
reported " no income " while paying $450,000,000 in cash and 
~tock dividends. 

What was the condition under the revenue law effecthe in 
1925, different from that under the 1921 act, effective in the 
previous year, that caused these "no income" but dividend
paying corporations to disgorge? That also we know; it was 
publicity. They were faced by publicity at every step, in their 
returns, their refunds, their tax appeals. The value of pub
licity we may estimate in dollars and cents. 

Secretary Mellon, overlooking the revenue-producing power 
of publicity, predicted a tax retluction of $450,000,000. There 
was an increase instead. On the basis of the 'l're<t un esti
mate, therefore, the value of publicity is approximately $475,-
000,000 per annum in public revenue. 

'l'he lesson of the case is this : If the country retains and 
strengthens the publicity provisions of the forthcoming revenue 
bill, it can stand far greater reductions in tax schedules than 
the Treasury estimates. The greater the publicity, the greater 
the volume of revenue. But if secrecy should again be thrown 
over income-tax operations-secret returns, secret refunds, 
secret abatements, secret tax-appeal proceedings-it is a ques
tion if any material reduction in tax provisions cau be made 
by Congress without danger to public revenue to support the 
Federal Government and its enterprises. Tax refunds under a 
regime of secrecy, aggregating $150,000,000 a year, further tnx 
abatements and allowances running from $200,000,000 to $300,-
000,000 yearly, as they have been doing, and a fUI·ther grand 
tax reduction by wholesale tax dodging and evasion, protected 
by secrecy, amounting to $400,000,000 a year or more makes 
an aggregate Treasury loss of about $800,000,000 a year. 
Secrecy is a greater tax reducer and revenue loser than any 
act of Congress. And the underlying evil of the case is that 
those most able to pay and enjoying the bulk of the taxable in-
come are the ones who escape their lawful burden, while those 
who work the hardest for the smallest income have to bear the 
burdens of the dodgers. 

1\Ir. EDGE. Mr. President, I only want to take the time 
of the Senate for about five minutes to express my views on 
the pending amendment. 

After listening more or less to the five and three-qnnrter
hour discussion of the Senator from Nebraska [~Ir. Xo&RIS] 
to-day, opposing the plan of the Finance Committee not to 
permit the publication of tax returns, it seems to me that his 
entire argument was that if publicity were permitted we 
would aYoid unnecessary and unwarranted susvicion. as it 
were. As I followed him at different times during the dis
cussion, he seemed to want to make it clear that he was not 
accusing any one of crime, but that the mere fact that there 
was not publicity of the details of the ta.x:· returns placed 
citizens under suspicion. 

In my judgment, the reverse would result in placing the 
American taxpayer in a position where he would be perhaps 
not warranted but certainly encouraged to practice a type 
of evasion which, in the Tery natural course of his business 
responsibilities and obligations, he would feel necessary, in 
order, for one reason at least, that competitors might not 
be acquainted through recourse to his tax returns with the 
details of his business development. 

In facing big problems of this character, I do not believe 
in proceeding on the assumption that men, generally speaking, 
are dishonest. I believe the old-established rule of evidence, 
as I understand it, from a layman's standpoint, that a man 
is presumed to be innocent until proven guilty, ~ a pretty 
good system for this old country of ours. If we are going 
to proceed on the assumption that a large proportion of the 
taxpayers of this country are dishonest, or that a large pro
portion of the personnel of the Internal Revenue Bureau are 
dishonest, then we are naturally going to create in a large 
proportion of our citizens a spirit of resentment. 

We are certainly golng to place the great army of business 
men throughout this country-and when I speak of bu~iness 
men I do not mean particularly the wealthy or signally suc
cessful business men; I mean business men of all cla se ·, in
cluding the farmers, who are business men, and engaged in 
running a very important business-in such a position that 
evasion is bound to t·esult. 

All these insinuations and inferences that we hear from tho~e 
who believe in unlimited publicity, referring particularly to tlle 
Internal Revenue Bureau, suggest the possibility that .:orne of 
these refunds may have been improper. A Senator ri"'·e · and 
interrupts and refers to a refund-perhaps in the case of the 
Gulf Refining Co., perhaps some other large or well-advertised 
refund-and, when questioned a:; to whether he knows whether 
there is anything ·wrong or improver or db;honesl about it, he 
immediately replies: " ~o; but if we had publirit~· "-e would 
know better whether there wa" anything ii·!·egular ahout it.'' 

Mr. President, I am very glad that I can not liY with tillY 
satisfaction in a~ atmosphere of that type of suspicion. I have 
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great respect :tor my friend from Michigan [Mr. Couz~s], who 
bas spent a great many days and weeks and months, perhaps, 
in a partial investigation of the activities of the Internal Reve
nue Bureau. As far as I have been able to follow his very 
intelligent presentation of his views as the result of this in
vestigation, he does not actually make any definite accusations 
of corruption. He says these things sound unusuaL 

Mr. COUZENS. Mr. President, will the Senator yield? 
Mr. EDG lD. I yield. 
Mr. COUZENS. The Senator quotes me correctly so far as 

fraud is concerned; but we did not, in the majority report of 
the committee, indicate at any time that there were no 
irregularities. 

Mr. EDGE. I will change the word "irregularities" to 
"fraud." I think that is a better word. As I understand the 
internal-revenue system of handling large or small cases-par
ticularly large cases, because they would involve very much 
deeper inquiry-they can not be handled by a single man. 
They go through various degrees of investigation, from the 
early day perhaps, when the Collector of Internal Revenue is 
asked to ~ake a cursory or summary investigation, from the 
day that some one appeals to the Internal Revenue Department 
for a referee, from the day that the referee investigates more 
or less, so far as his responsibility goe , as to whether the 
return has been a correct one or otherwise ; and so it goes on 
through valious departments of the Internal Revenue Bureau. 

If I must accept the inference that many men are involved in 
an intrigue of some character to defraud the Government when 
these suggestions are made that perhaps these refunds were 
improper, these refunds that necessarily pass many eyes and 
many investigations; if I must believe that there is a combina
tion in the Internal Revenue Bureau of the Government which 
operates from the early acceptance or early filing of such an 
application for a refund up until it is finally permitted by a 
board or a referee, or perhaps the Board of Tax Appeals, I 
would feel that this Government was reaching such a po ition 
that we had almost better consider the estl!_blishment of a new 
form of government. 

I do not believe in this continual suspicion. I believe that 
we will get 100 per cent more out of the citizens of this country 
by trusting them a bit not only in their tax returns but in any 
other matters that are more or less directed to the personal hon
esty and integrity of our citizens. 

I believe that this feeling of suspicion encourages intrigue, 
encourages defiance, encourages protest and challenge ; and if 
we ever adopt the Norris amendment, which provides for the 
publication of all the details of a ta:x return, both large and 
small, we are going to develop and encourage and almost invite 
a condition in this country where the business men of all 
classes perhaps will not defy but cert~inly will resist any such 
unwarranted inquisition into their personal matters, or the 
activities which probably have made them successful in their 
various business lines. 

Trust your Nation if you want your Nation to respond to the 
high ideals of Americanism; and in my judgment, Mr. Presi
dent, this whole idea of publication qf tax returns is founded 
on a wrong principle, a principle of su picion which never 
will win·. 

I simply wanted, at some time during the hoUl' before the 
vote, which I understand is scheduled for 7.30, to say without 
reservation that I am absolutely opposed, even after a five and 
three-quarter-hour speech, to trying to remove suspicion by 
placing the public upon notice that you are suspicious. It is 
so inconsistent that it is not worthy of more than a six-minute 
answer. 

Mr. REED of Pennsylvania. Mr. President, I suggest the 
absence of a quorum. 

The PRESIDING OFFICER (Mr. SACKETT in the chair). 
The Secretary will call the roll. 

The principal clerk called the roll, and the following Sena
tors answered to their names : 
Ashurst Ferris Lenroot 
Bayard Fess McKellar 
Bingham Frazier McLean 
Blease George McMaster 
Bratton Gofl' McNary 
Brookhart G<Joding Means 
Broussard Hale Metcalf 
Bruce Harris Moses 
Butler Harrison Norbeck 
Cameron He.flln Norris 
Capper Howell Nye 
Copeland Johnson Oddie 
Couzens Jones, Wash. Overman 
Edge Kendrick Pepper 
Edwards Keyes Pittman 
Ernst King Ransdell 
Fernald La Follette Reed, Pa. 

Robinson, Ind. 
§ackett 
8cball 
Sheppard 
Shipstead 
Simmons 
Smith 
Smoot 
Stephens 
Trammell 
Wadsworth 
Warren 
Watson 
Weller 
Williams 
Willis 

The PRESIDING OFFICER. Sixty-seven Senators 
answered to their names, there is a quorum present 

having 

1\lr. SL\l~fONS. l\lr. President, I wish to put into the 
RECORD a telegram received to-day from the commissioner of , 
internal revenue of my State in response to a telegram sent 
him by Representative LINDSAY C. WARREN, of my State. I 
shall first read Mr. WARREN's telegram, and then the answer 
as follows: 

FEBRUARY 8, 19~6. 
Hon. R. A. DOUGHTON, 

O<>twmi-ssioner of Reve1me, Raleigh, N. 0. 
Wire me immediately if 1nberitanc~ and income tax returns are 

open to public inspection in North Carolina. 
LnmsAY C. WARREN. 

(Reply) 
RALEIGH, N. C., Felwuary 8, 1926. 

Hon. LI::-<DSAY C. WARRE~, 
House of Rep1·esentatit"es, Washington, D. 0. 

Inspection income returns pro-hibited by State. No prohibition as 
to inheritance returns. In pection not encouraged by department. 

R. A. DOUGHTON, Commissioner. 

Mr. REED of Pennsylvania. Mr. President, before ~e yote 
on the pending amendment there are a few things which it 
seems to me ought to be understood by the Senate. 

There will be filed in 1926 somewhere between six million and 
a half and -seven million income-tax returns. Of those, prob
ably two million to three million will show incomes below the 
point of exemption. They m.Il be incomes which are not tax
able. Nevertheless, under the provisions of the law, those 
returns will have to be filed. 

Every Member of the Senate has before him this volume of 
the comparative print of the revenue law of 1924 and the bill 
now pending before the Senate. Let us, to visualize this prob
lem, imagine all the returns to be printed on paper as thin as 
that used in this volume of the comparative print. As a matter 
of fact they are not, but let us suppose they are. These re
turns that will be filed this year, if printed on such paper as is 
used in the comparative print, would occupy 36,000 volumes of 
the size of this red booklet which I hold in my hand, the com
parative print of these two laws. 

Mr. WILLIS. Thirty-six thousand? 
Mr. REED of Pennsylvania. Thirty-six thousand volumes 

would constitute the internal-revenue returns for a single year. 
If they were placed on a single shelf, they would occupy a 
shelf more than 3,000 feet in length. That is the body of the 
material with which the Bureau of Internal Revenue must deal 
each year. 

Let us suppose, if you please, that that great body of ma
terial were open to the inspection of the general public, in
cluding the solicitors for charities, the prospectors who want 
to sell oil stock, the people who are preparing what are called 
sucker lists, the attorneys in Washington who are looking up 
cases out of which they think they may make something, and 
all of the thousand and one individuals who have a curiosity 
to pry into other people's affairs. Imagine a single shelf over 
8,000 feet long, with 36,000 volumes the size of this one on it. 
Then imagine, if you please, 6,000 per ons in the department of 
internal revenue trying to audit those returns in the midst of 
this throng of reporters, agents for oil stock, compilers of 
sucker lists, and others who would throng about that shelf, 
and you get some idea of what this fantastic proposition means 
in the administration of the Bureau of Internal Revenue. The 
practical difficulties, it seems to me, answer all of the theoreti
cal advantages which have been urged throughout these hours 
of argument in favor of this proposition to which we have 
listened. 

What can be done about it? It is perfectly obvious that the 
rights of the United States must be safeguarded. It is pe:Jr. 
fectly obvious that false returns must be detected by some
body. We tUl'n to look to see what has actually been done. 
In the last four years and nine months refunds have been 
made amounting to about $450,000,000. We find, when we 
look to the figures, that $17,000,000 of that was directly ordered 
by Congress in 1924. We can not blame the bureau for that. 
We made them do it. That was in payment of the rebates we 
ordered in the law of 1924. 

We find, when we look further, that the payment . of $148,-
000,000 of that total was compelled by the decisions of the 
Supreme Court and of the Circuit Court of Appeals ; and we 
can not blame the Internal Revenue Bureau for that. They 
merely obeyed the injunctions of the courts which decided the 
cases before them. 

Looking at it fairly we see that in their solicitude to get the 
last penny that was coming to the United States, the bUl'eau 
took $148,000,000 more from the taxpayers of the country than 
the law justified them in taking, and when a decision w~s 
rendered in favor of a taxpayer, of course,-the bm·eau had to 
ref!m~. 
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Mr. EDGE. Mr. President, wlll the Senator yield 1 
Mr. REED of Pennsylvania. I am glad to yield. 
Mr. EDGE. Has the Senator made any effort to ascertain 

the amount of money received by the Internal Revenue Bureau 
through reassessments? 

Mr. REED of r~ennsylmnia. I am coming to that. 
Mr. EDGE. Demonstrating that even if a return .were 

properly made, or a taxpayer had tried to evade honestly pay
ing something he owed the Government, what the Government 
had gotten back. . 

Mr. REED of Pennsylvania. I am coming to that in just a 
moment. 

Mr. W'ILLIS. l\lr. President--
The PRESIDING OFFICER. Does the Senator from Penn

sylV"ania yield to the Senator from Ohio? 
Mr. UEED of Pennsylvania. I yield. 
Mr. WILLIS. While the Senator is on that point, will he 

not state very clearly, for the information of the country, just 
what the nature of a refund is. I make the request because I 
know that in the minds of a good many people the idea obtains 
that a refund is something which really belongs to the Gov
ernment but which some generous official just giV"es back to the 
taxpayer. 

Mr. REED of Pennsylvania. I am glad the Senator asked 
that because throughout all the discussion has obtained the 
idea' that when we speak of a refund 1t meant an individual 
who by some kind of chicanery secured a check from the Gov
ernment for Government funds which were paid to the taxpayer 
and covered by him into his own pocket and that the Govern
ment was out of pocket that amount. A refund, Mr. President, 
is a tax illegally collected. A refund indicates that through 
excessite zeal the authorities in the Bureau of Internal ReV"e
nue have taken from the taxpayer without regard to his 
momentary needs a large amount of tax which he did not owe. 
They hate taken it from him regardle ·s of the difficulties of 
his business situation at the moment. They have made him 
pay it into the United States Treasury and they have held the 
money in the Government Treasury when iri all fairness and 
truth it belonged to the taxpayer himself. Yet we see paraded 
in the reports of the investigation of the Bureau of Internal 
Revenue a list of refunds that looks as though those indi
viduals had taken that much money from the Government. 
Every one of those refunds, every dollar that is in them, con-
stitutes a tax illegally collected. . 

Mr. COUZENS. Mr. President, will the Senator yield 1 
:Mr. REED of PennsylV"ania. I am glad to yield to the 

Senator. 
Mr. COUZENS. Does the Senator know that and has he 

checked them up to know that they have all been illegally 
collected? 

l\lr. REED of Pennsylvania. I know they have been or they 
would not be paid back. 

Mr. COUZENS. The taxpayer did not pay them in volun
tarily, and then ask for a refund, but they were all illegally 
drawn out of the taxpayer? 

Mr. RIDED of Pennsylvania. Sometimes the taxpayer did 
pay them voluntarily, and sometimes he did not ask for a re
fund. Sometimes the bureau officials, checking them over, 
found that he had paid too much. It has happened to me, and 
it has happened to the Senator, I dare say. 

Mr. COUZENS. Yes; it has. 
Mr. REED of Pennsylvania. And they deliberately paid it 

back because we paid too much of our own accord. Sometimes 
they compelled too much to be paid, and in other cases it is 
money which the Government can not in good conscience hold 
on to for one moment after the illegality of the payment is 
ascertained. When we talk about " refunds " we must re
member that it is the taxpayer's own money that is coming 
back to him and which never ought to have left him. So let 
us remember the fact when we are looking over the schedule 
ot refunds that these are people from whom the United States 
has borrowed money without any warrant of law to do so, and 
in all good conscience it ought to be paid back. 

I have spoken about the amount of refunds. In all it is 
about $450,000,000 in four years and nine months. 

Mr. WARREN. l\Ir. President, may I interrupt the Senator? 
l\:1r. REED of Pennsylvania. Certainly. 
Mr. WARREN. The collections that have been made since 

the income tax law was enacted have amounted to something 
like $570,000,000 in the entire time. 

Mr. REED of Pennsylvania. Yes 1 $570,000,000 since the 
income tax law was enacted. 

Mr. WARREN. And we have collected more than $30,000,-
000,000 in the meantime. 

Mr. REED of Pennsylvania. About one-sixtieth of all the 
money collected has been refunded to the taxpayer. Let me 

carry tile picture a little further. Sometllin~ over $200,000,000 
has been refunded becam~e tbe bureau found the taxpayer had 
paid too much, either V"Oluntarily or under compuh;ion. 

Now, let us turn to the other side of the victnre. Let us ~ee 
what the bureau itself, working under the method that Con
gress has laid down for it. hns done for the rrreasm~T of the 
United States. During this time they have collected from the 
taxpayers on a reaudit of the retur.n of U1e tnXlJayers $2, 00,-
000,000. So efficient has been the audit of the bureau in that 
time that they have discovered shortages in the tax return~ 
amounting to nearly $3,000,000,000, and that amount has been 
collected. gathered into the Treasury of the lJuited States by 
those officials whom we have heard condemned here to-day, 
working silently, faithfully, underpaid, under immense tempta
tion. They ha V"e collected $2,800,000,000 more than the r0tnrns 
showed was due. Then we begin to have ::hivers about whether 
the interests of t:!:le United States are adequately protected. 

Now, l\Ir. President. it is worthy of note that although the 
Couzens committee began its investigation back in 1924, about 
two years ago, although they have had the most diligent 
pro ecution of their inquiry from the Senator from Michi
gan-and I do not utter one syllable of reproach for what he 
has done; although they have had tlle most able assistance 
from Mr. Manson, who, in my judgment, is one of the most 
capable of the tax experts that we llave here in ·washington; 
although they have had a staff of upward of 75 experts work
ing for them ; although they hate had the free run of all of 
the records of the Bureau of Internal Revenue ; altllough they 
have had a free hand in their archives and have been able to 
see every letter written and have been able to know eV"ery
thing that was done; although they have investigated with all 
the care they could during these two years, ret the collec
tions--

l\1r. COUZEKS. I hope the Senator will permit me to inter
rupt hlm? 

l\Ir. REED of Penn~rlvania. I gladly yield. 
l\lr. COUZE.NS. There were not two years involved. The 

Senator will remember that from the time the resolution was 
first introduced until the time we were permitted to have any 
money to conduct the inV"estigation a considerable period 
elapsed. The first resolution was introduced in March, 1924. 
I have not all the dates here, but we were some considerable 
time without any funds. The Senator will recall that it was 
some time along in April or hlay when we were given funds. 
After we were given authority I went to the hospital and 
nothing was done from April until the following fall after I 
got out of the hospital. The then chairman of the committee, 
the Senator from Indiana [Mr. WATSON], never prosecuted 
the investigation, never employed an individual, and never 
started the investigation. As a matter of fact, the investiga
tion was carried on for less than a year. 

l\lr. REED of Pennsylvania. Very good. The Senator from 
Michigan knows that I do not want to say anything that would 
be an overstatement about their work; but I think he will 
agree with me that in the inV"estigation they made they worked 
with a fine-tooth comb, they worked ably, they worked assid
uously, and during all the time the Senator from Micpigau 
was able to superintend the investigation they left no stone 
unturned to come to the truth of the situation in the bureau. 
I mean that quite as I say it and without any oblique refer· 
ence to the Senator. 

l\Ir. COUZENS. Mr. President, will the Senator yield again? 
l\lr. REED of Pennsylvania. I am glad to yield again to 

the Senator from Michigan. 
Mr. COUZENS. I would like to remind the Senator that our 

tlm'e expired, as he will recall, in the early spring of 1025. After 
considerable m·ging we got authority to continue the investi
gation until June 1, 1921S, when we were required to withdraw 
from the bru·eau. I submit, and I intend to make the report 
before I get through, that we did not discu s the auditing 
section. We did not investigate the auditing section because 
of the campaign conducted by the Treasury Department be
fore the Finance Committee and others to ~et us out of the 
bureau so as to save what they said was mterference with 
their work. I think that is correct history. I do not want the 
Senate to get the impression that we anywhere nearly cov· 
ered the field. 

Mr. REED of Pennsylvania. I am ve-ry glad to agree with 
what the Senator has said. The work was so vast that they 
were not able to cover all the activities of the bureau, and I 
do not mean in any way or in anything that I say to ask him 
to absolve the bureau in any of its activities. Wbat I do say 
is that what they investigated was investigated well. waR in
vestigated thoroughly, and they did not spare anybody, friend 
or foe. 

Mr. COUZENS. That is true. 
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:Mr. REED of Pennsylvania. I think that is a fair state

ment. Now, let me call the attention of the Senate to what 
the conclusion of all that was as disclosed by the testimony 
of lir. Manson, the chief counsel of the committee, who testi
fied bPfore the Finance Committee, at page 70 of their hear
ings. He had been talking about amortization allowance. 
Thi examination of :.ur. Manson occurred within the last six 
weeks. In the course of that examination I asked him about 
the amortization allowances on which the principal criticism 
had been based, if I gather the point correctly. The question 
wast 

May I ask one question more? In these cases, speaking generally, 
is the excessive allowance in your juogment oue to mistakes of the 
bureau or is it due to corruption? 

Mr. Ull.nson replied: 
Oh, I do not maintain that it is due to corruption. I do not main

tain that. Get that straight. 
Senator REED of Pennsylvania. I am asking in all sincerity be

cause I am not familiar with the facts. 
Mr. MANSON. Oh, no. 

enator RilED of Pennsylvania. Have you found any evidence of 
corruption 7 

lir. MANSON. Oh, no. I hi!:ve not any evidence of corruption. This 
matter of anrortlzation is largely in my opinion a question of law. 

Again, on page 78, I came back to the matter, and asked: 
You understa.nd me, I am not taking any position for or against lt, 

but in all other wars there have been so many charges of that sort. 
Here was evidently a very great opportunity for It and I am, just as 
a matter of public interest, asking whether you ran upon any traces 
of it, although I know that you were not making a particular search 
for that sort of thing. 

Mr. MANSON. I am not a detective. 
Senator REED of Pe.nnsylvanla. I know you are not. 

Again I said : 
I am not asking this in an.r way in criticism of ;you or the com

mittee. 

And Mr. Manson replied : 
I am frank to say that I am not a detective, for I have not been 

bunting graft. I have been trying to get at bow things have been 
done ln the bureau for the purpose of seeing bow I could suggest 
improvements. 

Ur. President, $30,000,000,000 was co1lected in the bureau in 
the last nine years. The committee, which could not be accused 
of being unduly friendly, had access to everything in the bu
reau. The committee were the butts, if I may use that term, 
for every disgruntled employee in the bm·eau. Every man with 
a grouch came to the committee to tell his troubles, and yet. 
from the chief counsel of the committee came the statement 
that as a result of it all, in the collection of that $30,000,000,000, 
he had no evidence whatever of corruption. I pass that point 
right there. 

Mr. President, this afternoon the Senator from Nebraska 
[Mr. NoRRIS] was talking af>out the results to the public of 
the lack of publicity. He said that it is conceded that the 
Government has lost because of secrecy. 

It is not conceded, Mr. President. It is not conceded by any 
person who has studied the functioning of the Bureau of 
Internal Revenue that there has been any loss because of the 
prevailing practice of respecting in that bureau the privacy of 
men's affairs. If there were a loss, if every irregularity that
has been pointed out involved a lo s, if every difference of 
opinion about the construction of the law were held to be a loss 
to the Government, I say-and I believe that the country will 
back me in it-that that loss is less than the value of the 
privacy that has resulted. 

For centuries men have been fighting for the right to mind 
their own business. Our Oonstitutlon could not be ratified until 
we agreed, among the first 10 amendments, to the fourth amend
ment, which provided against unreasonable searches and seiZ
ures. We would not have any Constitution to-day, we would 
not have any Congress or Senate or Government at Washing
ton if we had not agreed that unreasonable searches and 
seizures should be avoided, should be illegal, should be pro
hibited to the National Government that was being erected: 
That privacy that men fought for, that right to mind their 
own business is preserved for them in the fourth amendment 
of our Constitution. Now, forsooth, so that any long-nosed 
gossip may intrude his curiosity into ·any man's affairs, we 
are asked to expose to public ridicule, to the curiosity of com
petitors, to the public gaze all of the intimate personal affairs 
of the millions of taxpayers of the United States. 

What reason has been gi\en for doing so? I listened with 
attention to the five or six hours of argument which we had 
to-day from the Senator from Nebraska [Mr. NoRRIS], and all 
I rould find in his argument in favor of publicity of tax returns 
-was the contention that as the assessment li 'ts of our cities 
and counties are made public so similarly should the assess
ment lists. of income taxation be made public. 

It is perfectly obvious that the distinction is fundamental. 
We make public the as ·essment lists of the city or of the 
county so that each taxpayer may know the assessment that 
is placed on the real property or the personal property of 
his neighbor in order that he may make sure that his lot is 
not assessed more per front foot than is the lot of his next
door neighbor ; and proper enough is it that it should be so. 
Such assessments are made public, for each taxpayer has a 
natural interest in seeing that his land is nyt assessed at a 
higher rate than that of the man who lives next to him. How
ever, in income taxation that reason ceases to exist. We are 
dealing with money values. It does not help me at all tQ 
know how my neighbor's income runs, because, whatever it 
may be, it is reported in dollars just as is mine. It is not 
a question of contrasting assessments or property which has 
not any exact money value. Every reason for publicity in city 
and county returns cea es when we come to income-tax returns 
of the United States Government. 

Mr. NORRIS. l\fr. President--
The VICID PRESIDE~T. Does the Senator from Penn

sylvania yield to the Senator from Nebraska? 
Mr. REED of Pennsylvania. I am glad to yield to the 

Senator. 
Mr. NORRIS. Does the Senator from Pennsylvania con

tend that it makes no difference to a taxpayer whether his 
neighbor or somebody who is not his neighbor, in fact, anyone 
1n the United States, is not making a full return of his income? 
Does the Senator not know if one man understates his income 
that the man who does not understate his income ha his 
burdens increased to the same extent that the man who owns 
a lot must pay a higher tax if his neighbor's lot of equal value 
is assessed at a lower rate? 

Mr. REED of Pennsylvania. Of course, Mr. Pre ident, I 
know that just as I know that all of the exemptions with which 
we are loading the income tax law put the bm·den of govern
ment on a few people where it should be borne by all. Of 
course I know that by the e exemptions t~at Senators vote 
into the income tax law every year in order to appeal to this 
class of voters or that class, what they are actually doing is 
pUing the burden of the cost of government onto a part of 
the population which should be borne by all. 

1\1r. NORRIS. Mr. President--
The VICJD PRESIDENT. Does the Senator from Pennsyl

vania further yield to the Senator from Nebraska? 
1\Ir. REED of Pennsylvania. I am glad to yield. 
Mr. NORRIS. The Senator from Pennsylvania is discuss

ing a different proposition entirely now from what he was dis
cussing when I interrupted him. As I understand, he admits 
the contention which I have made; and he is not now even 
claiming that it is going to harass the taxpayer or be an 
injury to him because his income tax is made public any more 
than the owner of the lot is harassed because -his tax is made 
public. 

Mr. REED of Pennsylvania. 1\lr. President, the Senator 
from Nebraska was not present when I began, and he did not 
hear what I said about the number of returns. 

Mr. NORRIS. I did hear what the Senator said, however, 
about it making no difference to the taxpayer ; that he wa.s 
not interested 1n the income tax paid by his neighbor or soma 
other individual. I did hear that; and that is what my ques
tion was directed to. The Senator has now admitted that he 
is interested, as is every taxpayer, in knowing that no other 
taxpayer has taken advantage of the Government but that he 
has returned his full income. 

Mr. REED of Pennsylvania. Of course, I am interested in 
that, Mr. President. · If my neighbor does not pay his full 
share, then that is an unfair burden that I have to bear that 
he ought to bear; that is perfectly self-evident; but the ques-

_tion is, How can we best remedy tbat situation? Can I come 
to Washington and examine these million and a half tax re
turns in order to make sure that all my fellow citizens are 
paying their fair share? Of course, I can not. 

Mr. NORRIS. 1\lr. President, the Senator forgets that as to 
the value put on the two lots about which he is speaking, which 
are located side by side, the very fact that the assessments are 
made public will prevent a man from understating the 
value of his lot; so the very fact that the income tax is made 
public vtill prevent the dishonest man from making a dis
honest return. 
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Mr. REED of Pennsylvania. Mr. President, I have used 

nearly half an hour out of a long day, and I feel that I have 
taken too much time. I am going to quit with one more re
mark. 

We ourselves can not do this thing. We have got to do it 
by some otller authority. The Finance Committee, in section 
1203 of the pending bill, which Senators will find at pages 
328 to 331, have constituted a joint committee of Congress with 
power to inquire into everyone's returns, with power to em
ploy auditors and clerks and to make inquiries that no single 
individual has power to make. That provision was drawn, as 
I understood, to the full satisfaction of the Senator from Mich
igan [Mr. CouzENS] and of the other Senators who are mem
bers of the select investigating committee. We have gone as 
far in reason as an American Congress ought to go in estab
lishing an independent public scrutiny of income-tax returns, 
and on that point I ask the Congress to stand. I am glad to 
yield now to the Senator from Connecticut [:llr. BL~GHAM], 
who has been standing for some time. 

Mr. COUZENS. Mr. President--
:Mr. REED of Pennsytrania. And then I will yield to the 

Senator from Michigan. 
Mr. COUZENS. Has the Senator yielded the floor, or does 

he still retain the floor? 
Mr. REED of Pennsylvania. I am retaining the floor for 

the right to answer either of the Senators, but I yield first to 
the Senator from Connecticut. 

Mr. BINGHAM. Mr. President, would the Senator be will
ing to listen to a few remarks with reference to the bearing of 
the fourth amendment to the Constitution on this question? 

Mr. NORRIS. Mr. President, I make the point of order that 
the Senator from Pennsylvania can not yield the floor for that 
purpose. 

Mr. SMOOT. He can yield the floor. 
1\lr. NORRIS. Of course, he can yield the floor if he 

wants to. 
Mr. REED of Pennsylvania. l\lr. President, in fairness to 

the Senator from Michigan and to the Senator from Connec
ticut, both of whom want to be heard on this subject-and I 
realize I have taken more time than I ought to have taken or 
than I meant to take-I am going to ask that the unanimous
consent agreement be modified so as to put the vote at 7.45 p. m. 

SEVERAL SENATORS. Oh, no ! 
Mr. REED of Pennsylvania. Just a minute. I ask that the 

vote be postponed to 7.45 p. m. instead of 7.30. That will make 
only 15 minutes difference, and in fairness I think it should be 
done. 

1\fr. BRUCE. 1.\Ir. President, I am very sorry to do so, but I 
object. 

1\fr. BINGHAM. 1.\Ir. President--
Mr. COUZENS. Mr. President, I wish to ask the Senator a 

question, and I should like him to answer it before be takes 
his seat. When the special investigating committee agreed with 
the Finance Committee on the amendment provided in section 
1203, we, of course, assumed-and I still assume-that section 
1203 would be carried out in all good faith by both committees 
of Congress. 

Since we have agreed to that, howeYer, intimations have 
been made that, because of the leaders of these committees 
not being in syp1pathy with the Jnvestigation, we may not ex
pect it to be carried out in good faith. I ask the Senator from 
Pennsylvania, who is a very active and able member of the 
Finance Committee, if we may feel assill'ed that the provision 
in section 1203 is to be carried on in good faith? 

Mr. REED of Pennsylvania. Mr. President, I am not cap
tain of anything but l!li own soul, but, so far as I am con
cerned, it will be. 

Mr. SMOOT. And I will say to the Senator that this is the 
first time I have heard any intimation that it would not be 
carried out in good faith or that any person has made such a 
remark. It is the first time I have heard of such a thing from 
the time the bill was reported to the Senate up to this very 
minute. · 

Mr. COUZENS. I did not say, Mr. President, the Senator 
from Utah had said that it would not be carried out in good 
faith ; I do not charge the Senator from Utah now with any 
such idea touching this case; but I say some Senators who 
believe that we have done very constructive work have been 
afraid that the continuation of this investigation, which needs 
to be continued, would not be carried out in good faith. 

Mr. WATSON. There is no question about it being carried 
out in good faith. 

Mr. COUZENS. With the assurance of Senators, I ·have no 
reason to doubt it, but the question has been raised with me 
and I wanted to raise it in open Senate and not behind closed 
doors. 

1\Ir. BINGHAM. 1\fr. President, there will be nothing per
sonal in what I have to say. Furthermore, what I shall say is 
not said with any idea of trying to make any Senator come to 
my opinion about any of these questions, but because I believe 
it to be my duty to state very briefly and informally certair1 
convictions. I do not desire to attempt to convert anybody. I 
trust that it will not be regarded as presumptuous if I present 
my views at this time. 

There are three observations which I should like to make. In 
the first place, it seems to me that in certain of the amendments 
offered to the pending revenue bill, and in certain of the 
speeches, there is a forgetfulness of, or perhaps, let us say, a 
tendency to disregard, one of the fundamental principles which 
has made our country a happy land, perhaps the happiest and 
most free from tyTanny a.nd despotism of any recorded in the 
annals of history. That principle is the fundamental one, 
which we all accept, but whose application we sometimes nt'g
lect, namely, that a man is to be held innocent until be is proven 
guilty. Our country bas been peculiarly blessed in the past be
cause of its charitableness. We are told in the Bible that 
"charity thinketh no evil." The modern worldly-wise man 
smiles with scorn at such a simple doctrine. To him most peo
ple are " trying to put something over" and must be watched. 

It is true that there are many countries where a man accused 
of wrongdoing must prove his innocence. He is held to be 
guilty unless he can prove the contrary. We read in the pages 
of history of the burden of tyranny and oppression in certain 
countries of the Old World, where the average· citizen was 
under constant suspicion of breaking the law or of doing some
thing contrary to the regulations. No person can live happily 
in a family where his actions are constantly sus11ected. No 
citizen can live happily in a city where the authorities are 
constantly suspicious of him and his actions. It bas been the 
glory of the United States that an American might live his life 
without laboring under the suspicion of his Government. It is 
true that people have taken advantJ:!ge of this. Wrongdoers 
have profited by it. Crimes have been committed; thousands 
of murders have been committed. Is that any reason why every 
citizen should report to the police once a month or once a year 
and should leave his blinds up and his door unlocked so that 
the police might enter his house at any time to see whether he 
was engaged in plotting or committing murder or even a lesser 
crime? Let us not forget the fundamental American principle 
of presumption of innocence. Liberty and the pursuit of happi
ness can not be enjoyed if Oill' attitude is to be one of suspicion. 

1\Iy second point is this: It appears to me that there has been 
a growing tendency during the past few years-a tendency to 
which attention bas been called in recent debates In the Sen
ate-to forget a principle and an injunction as old as the Ten 
Commandments and as sacred to us as the Constitution of the 
United States. It will be remembered, l\11'. Presitlent, the 
Tenth Commandment warns us against the sin of covetousness, 
which apparently was then and still is one of the most common 
of human failings. The governments of antiquity, the tyrants 
of the Middle Ages and of the earlier centmies of modern 
history were particularly prone to covetousness. The prosper
ous man was always a shining mark. To appropriate the evi
dences of his prosperity was an easy way for eyery sovereign, 
whether be were monarch, oligarch, or demagogue, to eurich 
his treasury, to provide for his necessities, to make up for his 
excesses and extravagances. Sometimes without process of 
law, more frequently through different forms of taxation or 
legal assessments, the property of the thrifty and the pros
perous citizen was seized by the tyrants of antiquity. If my 
memory serves me, there was seen in southwestern Europe in 
the sixteenth centm·y a wholesale persecution and e'"en exile 
of a thrifty, hard-working race because they had become vastly 
more prosperous than their rulers. Laws were passed which 
eventually deprived them of their property and drove them out 
of their country or the country in which they lived and which 
presumably they loved. 

Our Constitution provides that private property shall not be 
taken for public use without just compensation. It recognizes 
not only the right to life and the right to law, but the right to 
property. It recognizes no stigma attaching to the man who 
through his zeal, thrift, intelligence, and good fortune has 
accumulated far more than his neighbors. 

It makes no appeal to the man who through misfortune or 
ex.travagnnce, or stupidity, or wastefulness, or faults of others 
has not been able to accumulate property. On the other hand, 
it recognizes the importance of giving everyone a square deal 
and protecting him in the possession of that which he has 
acquired, and of taking nothing from him without just com
pensation. Sometimes we forget this clause in the Constitu
tion. Sometimes we feel that a "square deal " involves legis
lation approaching socialism or communism-beautiful theo-
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ries which whenever tried have always resulted iii unhappiness 
and dil:la ter. Let us do nothing to pander to any spirit of 
envy or covetousue:::;s. Liberty depends on the right to enjoy 
the fruits of labor, either physical or mental. 

In the third place, ~lr. President, the Constitution of which 
we are so proud a.nd which has been justly praised so often 
e'en by foreigners who are envious of our prosperity and our 
happiness has assUI·cd-
tbe right of the people to be seclll'e in their persons, houses, papers, 
and effects against unreasonable searches and seizures. 

The Constitution promises that these rights shall not be vio

Jated and that no warrants shall issue-
but upon probable cause supported by oath or affit•mation. 

It seems to me, Mr. President, that there is a tendency to 
forget this part of our constitutional Bill of Rights. It seems 
to me that some of our best- and most conscientious citizens 
sometimes become so wrought up over certain abuses which 
have arisen under the protection of this clause of the Constitu
tion that they are anxious to amend it or, if not to amend it, to 
nu1lify it. I realize, Mr. President, that certain States, both in 
the North and in the South, have at times felt justified in enter
ing upon acts of nullification not only of our statute laws, but 
also of certain proYisions in the Constitution. Nevertheless I 
suumit that there is nothing which is more characteristic of 
that tyranny and despotism from which our fathers fled in the 
Old World, nothing which interferes so greatly with those 
inalienable rights to life, liberty, and the pursuit of happiness 
as a practice which contravenes this right. The citizens of the 
United States have the constitutional right to be secu-re in their 
persons, houses, papers, and effects. Of course, when a citizen 
<!orumits a crime and a grand jury or other authority discovers 
probable cause for search or seizure, the Constitution provides 
that the citizen forfeits this particular-right. 

The point which I am making, Mr. President, is that there 
appears to be a tendency on the part of certain earnest and 
zealou · citizens, anxious for the public welfare, to do away with 
this right. They seem to be acting on the theory that human 
beings are so prone to err that there always is likely to be 
"probable cause" and that the public welfare demands that 
our right to be secure in our per on , houses, papers, and effects 
must be sacrificed. 

Mr. Presi<lent, some of the most notorious tyrants and des
pots of hi tory were earnest and zealous men, striving to carry 
out their most sacred religious beliefs, striving to make 
~ure that their subjects should be safe from eternal damnation, 
striving to give their countries good government, striving to 
promote the public welfare. Had they been asked, they prob
ably woul<l have said that they believed in a benevolent despot
ism. I have heard citizens of the present day express the 
Eame opinion. " Liberty " to such people is either not a very 
pre<:ious posse~sion or else it is interpreted as the liberty of 
goyernment to correct all human ills. If I may paraphrase the 
words of our (listinguished President in his recent message to 
Congress, I believe that it does not at all follow that "because 
abu~es exi tit is the concern" of the Congress to attempt their 
reform in such a way as to deprive a citizen of his rights, when 
he has done no wrong and when no one can e1the1· swear or 
affirm that there is provable cau e for search. and that in the 
intere ts of justice he deserves to be seized and his bouse and 
his papers to be searched. 

'J.lhere are some who belieye that tyTanny and despotism only 
exi t under monarchies, oligarchies, or autocracies. It seems 
to me that they have failed to read history. Plato, observing 
the action of the Greek Republics, was led to affirm that 
"tyranny springs from democracy," even though the citizena 
of a democracy are at the time unconscious o:f it. Let it not 
be said of UB, Mr. President, that our zeal for reform ever led 
us to sacrifice the liberties, the comforts, and the happiness of 
thousands of innocent citizens whose desire it is to maintain 
their own self-respect, to be self-reliant, to mind their own busi
nes , and to lead their own lives without interfering in· the 
sli~test degree with the liberty of others to do the same. The 
fathers who drew the Constitution were well aware that the 
zeal of former lawmakers and government officials bad fre
quently led them to seize persons on suspicion, to enter houses 
on suspicion, to search papers on suspicion, feeling justified if 
they found that a percentage of the citizens had committed acts 
which justified this suspicion. 

Let us hold fast to the constitutional provision which the 
fathers gave us. Let us not relinquish any of the provisions 
which, taken together, constitute the blessings of liberty. Let 
us beware of becoming unconscious of those precious privi
leges which, important as the ail· we breathe and as the water 

we drink, are, like them, frequently taken for granted and 
not appreciated until they become foul or impossible to pro
cure. Let us hold fast to these constitutional rights and ask 
ourselves when proposing or voting for legislation here pro
pounded whether we are in any danger of permitting our 
zeal to correct wrongs or to punish wrongdoers to interfere 
with our solemn duty to support and defend the Constitution 
and to bear true faith and allegiance to the same. 

Mr. BRUCE. 1\Ir. President, I did not know that the ex
tension of time was asked for the beneJit of the Senator from 
Connecticut. I- withdraw my objectio"n. 

The VICE PRESIDENT. The hour of 7.30 :o'clock p. m. 
having arrived, the Senate, under the. unanimous-consent order, 
will proceed to vote on the amendment of the Senator from 
Nebraska [Mr. NoRRis] to the amendment of the committee, 
on which the yeas and nays have been ordered. 

SEVERAL SENATORS. Let it -be read. 
The VICE PRESIDKL~T. The amendment of the Senator 

from Nebraska [Mr. NoRIUs] to the amendment of the com
mittee will be stated. 

The CHIEF CLERK. On -page 113, line 1, after the word 
" records," strike out the remainder of the paragraph and 
insert " and shall be open to examination and inspection as 
other public records under the same rules and regulations 
as may govern -the examination of public documents gen
erally," so as to read: 

SEc. 257 (a) Returns upon which the tax bas been. determined 
by the commission shall constitute public records and shall be open 
to examination and inspection as other public records under the 
same rules and regulation as may govern the examination of pub
lic documents generally. 

The VICE PRESIDENT. The clerk will call the roll on 
agTeeing to the amendment to the amendment. 

The Chief Clerk proceeded to call the roll, and Mr. AsHl:RST 
voted in the affirmative. 

Mr. SMOOT. Mr. President, I w-as requested by a number of 
Senators to suggest the absence of a quorum. 

Mr. ASHURST. I withdraw my vote. 
SEVERAL SENATORS. Regula1· order I 
Mr. COUZENS. I suggest the absence of a. quorum. 
The VICE PRESIDEl\"'T. The vote will proceed. The Secre

tary will continue the calling of the roll on the so-called Norris 
amendment. 

The Chief Clerk resumed the calling of the roll. 
Mr. FERNALD (when his name was called). I have a gen

eral pair with the senior Senator from New Mexico [Mr. 
JoNES]. I transfer that pair to the senior Senator from Ver
mont [Mr. GREENE], and will vote. I vote "nay." 

Mr. FLETOHER (when his name was called). I have a gen
eral pair with the junior Senator from Delaware [Mr. nu Po~T]. 
I understand that if that Senator were present he would vote 
as I shall vote. I vote "nay." 

Mr. JOHNSON (when his name was called). I am paired 
with the senior Senator from Arkansas [Mr. RoBINSON]. If at 
liberty to vote I should vote " yea." 

Mr. MEANS (when his name was called). I have a pair 
with the junior Senator from Texas [Mr. MAYFIELD]. I am 
advised that if he were present he would vote "yea." If I 
were at liberty to vote I should vote "nay." 

Mr. NEELY. The junior Senator from Texas [Mr. MAY
FIELD] is unable to be present because of illness. If he were 
present he would vote " yea/·' 

Mr. SIMMONS (when the name of Mr. ROBINSON of Ar
kansas was called). I was reque •ted by the senior Senator 
from Arkansas to state that if he were present he would vote 
"nay." I understand that he has a pair, but I do not know 
with whom. 

The roll call was concluded. 
Mr. JOHNSON. I am advised that I can transfer my pair 

to the senior Senator from Iowa [Mr. CuMMINS]. I do so, 
and vote " yea." 

Mr. NORRIS. The junior _Senator from Iowa [Mr. BRooK
HART] is paired with the juruor Senator from Arkansas [M1'. 
CARAWAY]. If the junior Senator from Iowa were present 
and at liberty to vote he would vote " yea." 

Mr. SIMMONS. And the junior Senator from Arkansas, 
if present, would vote "nay." 

Mr. WALSH. I rise to announce that my colleague [Mr. 
WHEELER] is ab ent on account of illness. If he were present 
be would vote "yea." He is paired with the Senator from 
Kansas [Mr. CURTIS]. 

Mr. JONlllS of Washington. I desire to announce that the 
Senator from Colorado [Mr. PHIPPS] bas a general pair with 
the Senator from Tennessee [Mr. TYsoN]. 
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I also (lesire to announce that the senior Sen.ator from 

Kansas [Mr. CURTIS], if present, would vote "nay." He is 
absent on account of illness. 

The result was announced-yeas 32, nays 49, as follows : 

Ashurst 
Blease 
Borah 
Bratton 
Capper 
Couzens 
Dill 
Ferris 

Bayard 
Bingham 
Broussard 
Bruce 
Butler 
Cameron 
Copeland 
Dale 
Deneen 
Edge 
Edwards 
Ernst 
Fernald 

. YEAS-32 
Frazier 
Gooding 
Harris 
Heilln 
Howell 
Johnson 
Jones, Wash. 
Kendrick 

Fess 
Fletcher 
George 
Gerry 
Gillett 
Glaes 
Goft 
Hale 
Harreld 
Harrison 
Keyt>S 
McKinley 
McLean 

K" 
L~fonette 
Len root 
McKellar 
1\.IcMnster 
McNary 
Neely 
Norbeck 

NAYS-49 
Metcalf 
Moses 
Oddle 
Overman 
Pepper 
Pittman 
Ransdell 
Reed, Pa. 
Robinson, Ind. 
Sackett 
Schall 
Shortridge 
Simmons 

NOT VOTING-15 
Brookhart duPont Means 
Caraway Greene Phipps 
Cummins Jones, N. Me::r. Pine 
Curtis May1ield Robinson, Ark. 

Norris 
Nye 
Ret>d, Mo. 
Sheppard 
S~stead 

§,~a:mell 
Walsh 

Smoot 
Stanfield 
Stephens 
Swanson 
Wadsworth 
Warren 
Watson 
Weller 
Williams 
Willis 

Tyson 
Underwood 
"-''heeler 

So Mr. NoRRis's amendment to the amendment of the commit
tee was rejected. 

The VICE PRESIDENT. The question is on the amendment 
of the committee. 

Mr. COUZENS. Mr. President, while we have a fairly good 
attendance here, I want to register a complaint against unani
mous-consent agreements. I consider that I was tricked by the 
Senator from Utah, the chairman of the committee. 

Mr. SMOOT. In what way? 
Mr. COUZENS. I propose to tell 
The Senator was anxious for a vote on this question, the 

same as he has been anxious for a vote on every question. He 
has wanted to railroad this bill through the way he wants it. 
When I went to him to-night and sugge ted that we had an 
hour and a half and that I would not require more than half 
or three-quarters of an hour to reply to the minority report of 
the Senator from Kentucky [Mr. ERNST] the Senator from 
Utah said that he would try to arrange a unanimous-consent 
agreement to vote at 7.30. At that time there was an hour 
and a half remaining. The Senator from Pennsylvania [Mr. 
REED] at once got the floor, and then surrendered it at the re
que 't of the Senator from Utah. The Senator from Connecti
cut [Mr. BINGHAM] was going to speak, and he said that he 
was not going to speak at this time ; so it was perfectly obvious 
that within the hour and a half the argument that I proposed 
to put in in behalf of this amendment was blocked by the sharp 
practice of the Senator from Utah. 

I want to go on record right now as saying that I will never 
consent to any future unanimous-consent agreement with the 
Senator from Utah in charge of any bill. 

Mr. SMOOT. That the Senator has a perfect right to do, but 
I want to say, Mr. President--

Mr. REED of Missouri. Mr. President-
.1\fr. SMOOT. I have the floor, I think. 
Mr. REED of Missouri. I rise to a point of order. 
The VICE PRESIDENT. The Senator will state it. 
Mr. COUZENS. I have not yielded the floor. 
The VIC.liJ PRESIDENT. The Senator from :Missouri will 

state his point of order. 
Mr. REED of Missouri. My point of order is that the Sena

tor from Michigan is violating the rules of the Senate by im
pugning the integrity of the Senator from Utah. 

The VICE PRESIDENT. The Senator from Michigan will 
take his seat. 

l\Ir. SMOOT. All I want to do is to show the unfair-
Mr. WATSON. The Chair has ruled the point of order well 

taken. 
Mr. S~fOOT. Now, Mr. President--
Mr. MOSES. What is the Senator from Utah doing? Is ho 

speaking now to a question of personal privilege? 
Mr. SMOOT. I do not care how I speak, Mr. President, just 

so I can tell the story. 
When the unanimous-consent agreement was reached, the 

Senator from Pennsylvania [Mr. REED] expected to offer some 
ailininistrative amendments which he had then and intends 
to offer now. He came to my desk and said : " Shall I pro
ceed with the offering of these amendments and get them out of 
the way?" I said: "I would not do that, Senator, if I were 
you. Let the balance of the time be ~ccupied in discussing 

the bill, and then we will offer those amendments, after we hav~ 
voted upon the Norris amendment and agreed to the publicity 
section." That was all that was said and all that was done; 
and I can not conceive of the mind that would charge a Sena
tor now with something that was not in his heart, nor ever 
thought of, nor ever said. 

Mr. President, I ask the Senator from Pennsylvania if that 
was not all that was said, and if that is not just the way it 
was said? 

Mr. BORAH. I do not suppose we need to take testimony on 
this proposition. 

Mr. REED of Pennsylvania. Mr. President, I woulcl like to 
say a word on that. 

Mr. McLEAN. Why not take testimony? 
Mr. WADSWORTH. Why not? There were several others 

in it. 
Mr. BORAH. Very well; we will take testimony, then. 
Mr. REED of Pennsylvania. Mr. President, when the Sena

tor from Nebraska [1\lr. NoRRIS] :finished speaking, I got the 
floor. The Senator from Michigan [Mr. CouzE:-ors] called for 
a quorum. While the roll was being called, the Senator from 
Utah came in, and I said to him, "I want to talk about five 
minutes in reply to Senator 1\~oRRis. I have a number of ad· 
ministrative amendments to offer, and this is a good chance 
to offer them. We might as well get rid of them now." He 
said, "Do not do it. Let us finish with the pending amend
ment. I want all of our people to keep quiet and let this 
amendment be voted on." And because of that, when the quorum 
had been announced, I yielded the floor without saying any
thing. 

Mr. BINGHAM. l\lr. President, I rise to a question of per
sonal privilege. 

l\fr. REED of l\Iissonri. Mr. President, I ask the Senator 
to pardon me just a moment. I ·made the point of order 
because I thought the Senator from Michigan had gone out
side the rule. Under the rule, of course, the Senator from 
Michigan was compelled to sit down until the Chair should 
nlle upon the point. I have no notion of compelling the 
Senator from Michigan to sit down and then have the discus
sion proceed to which he can not reply. I think this point of 
order ought to be disposed of, and then the Senate ought to 
permit the Senator from Michigan to proceed in order. 

The VICE PRESIDENT. A motion is in order to permit 
the Senator from :Michigan to proceed. 

Mr. REED of Missouri. I move that the Senator from 
Michigan be permitted to proceed in order, so that he can 
reply to these observat_ions if he cares to do so. 

The motion was agreed to. 
The VICE PRESIDENT. The Senator from Michigan may 

proceed in order. 
l\Ir. COUZENS. ~lr. President, I really could not proceed 

in order, in the contemptuous mood in which I am in at the 
present time. So I will have to take my seat. 

Mr. BINGHAM. Mr. President, since my name has been 
brought into this discussion, and the Senator from Utah has 
been accused of using me as one of two to prevent the Senator 
from Michigan from speaking, I would like the privilege of 
making a brief statement. When I told the Senator from 
Michigan that I did not intend to speak it was on the under
standing that we were to sit until 10 o'clock to-night and that 
no vote was to be held as early as 7.30. When I heard that 
an unanimous-consent agreement had been entered into wllereby 
we would vote at 7.30 o'clock I told the Senator from Utah 
that I desired to speak. He then asked me to defer my re
marks until after 7.30. That is the way the Senator from 
Utah carried out his understanding, by asking me to defer my 
remarks. I said that since my remarks were concerned with 
this amendment, and since I had sat here during five or six: 
hours this afternoon while the other side had presented their 
arguments, I wanted to occupy 10 minutes. Actually, I took 
less than 10 minutes. 

THE COAL SITUATION 
l\Ir. COPELAND. Mr. President, I send a newspaper clip-. 

ping to the desk, and ask to have it read by the clerk. 
The VICE PRESIDENT. The clerk will read. 
The Chief Clerk read as follows: 

[From the Washington Post, Monday, F ebruary 8, 1926] 
MI:.E STRIKER'S WIFE! DIES OB' STARVA1' IO:. 

AsHLAND, Pa.., Fcbl'Uary 7.-The first death by starvation as a n•sult 
or the anthracite strike was reported by the police to-day. 

It was that ()r Mrs. Mary Harrington, of Mahanoy City, wife of a 
miner and mother of several children. The woman's husband had 
left the coal region to find work elsewhere. What food she had, the 
authorities said, she hild given her children, and she was "too proud '' 
to ask aid. 
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Mr. REED of Pennsylvania. A parliamentary- inquiry. 
The VICE PRESIDENT. The Senator will state his inquiry. 
Mr. REED of Pennsylvania. Is the pending amendment the 

committee amendment in section 257? ' 
The VICE PRESIDEN'.r. The pending amendment is the 

committee amendment on the top of page 113, in section 2157. 
Mr. REED of Pennsylvania. Question! 
Mr. COUZENS. Mr. President--
The VICE PRESIDENT. The Senator from New York has 

the :floor. 
l\Ir. COPELAND. Mr. President, I take this occasion to re· 

mind the Senate that the coal strike is unsettled. I have had 
my share of listening to the debate on the publicity clause of 
the tax bill. That is a very important matter, but it is even 
more important to read in the public press that people up in 
Pennsylvania are now dying -of starvation. I think we can 
well afford to take a few minutes of the time of the Senate 
to give some consideratton to the subject of the coal strike. 

I would like to inquire of the Senator from Nevada, the 
chairman of the Committee on l\Iin.es and l\Iining, the present 
status of his bill relating to the control of the coal business. 

Mr. ODDIE. Mr. President, in answer to the inquiry of the 
Senator from New York, I will state that the status of the bill 
I introduced is the same as it was on Saturday, when I made 
a statement in connection with it. 

Mr. COPELARD. That statement was, if I remember it, 
that the bill has gone to the Secretary of Commerce for his 
con!:!ideration. 

Mr. ODDIEJ. That is the fact. 
Mr. COPELAND. l\Ir. President, I have learned from an 

authoritative source that the reason why the Senator from 
Nevada has not heard from his bill is because the coal opera
tors are so displeased with it that their quite quiet in:fiuence 
is sufficient to keep the bill . in storage. 

I want Senators to know that we are dealing with a very 
serious matter. I am not going to read into the RECORD the 
telegrams which I have received, but I want to call attention 
to the fact that I have here a long telegram from the president 
of the board of aldermen of Scranton City Council calling at
tention to the situation in the anthracite valley. Since an 
appeal to the Senate on the ground of humanity has not ac
complished much, let me read this from this telegram : 

It has been estimated that 60 to 75 per cent of the merchants in 
the anthracite valley are in the shade o! bankruptcy and their life 
savings gone in their efforts to feed and clothe the affetted people 
again. 

I notice in the press, controlled by the great business inter
ests, that the resolution which I presented Saturday is re
ferred to as simply a matter of politics. Is it a matter of 
politics for a man to stand up in the Senate und to plead with 
the Members of the Senate to take a step loolring to the solu· 
tion of this problem? 

The President of the United States, in view of the treatment 
which he has had from the Senate in the past, is not going 
to take a chance of proceeding on his own account. He knows 
perfectly well that if he were to take a step t;hat was followed 
by failure, and perhaps an inrrease in the price of coal, and 
an elevation in the wages of the miners, the Senate would be 
the very first to attack him. On the other hnnd, if the Senate 
should indicate a sympathetic interest in this problem, and 
should invite the President to call these stdkers here, then 
if he failed the Senate could not find fault. 

Why should not the President of the United States call the 
strikers to the White House? 'Vhy should he not do that? 
The President of the United States personifies the public sen
timent and public opinion of this country. If the President 
of the United States can not arbitrate the strike, nobody can. 

Mr. WATSON. Mr. President--
The VICE PRESIDENT. Does the Senator from New York 

yield to the Senator from Indiana? 
1\fr. COPELAND. With pleasure I yield to the Senator from 

Indiana, because if I can get him to help, this thing will be 
done. I yield to the Senator. 

Mr. WATSON. I thank the Senator. ·what is fhe present 
status of the negotiations between the opt:!rators and the 
miners? 

l\fr. COPELAND. Just exactly what they have been for the 
pnst six months. 

1\Ir. WATSON. It has been rumored about-and I am ask
ing the Senator for information-that they had agreed sub
stantially on all the terms, by which the rlliners should go back 
to work at the present wages and that working conditions 
would be made satisfactory until the 1st day of September, 
1027, at which time a commission should be appointed, either 
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by the President or by the Secretary of Labor, nnd that com
mission should be a commission of mediation, or negotiation, 
or arbitration, if you please; that the point _ of difference be
tween them was as to· whether or not the decisions of the 
board of arbitration ~hould be compulsory or not compulsory; 
and that the point of difference upon which they finally split 
was as to whether or not the word " with " or the word 
" without " should be included in the agreement? Is or is not 
that so? 

l\Ir. COPEL.Al\T]). I would like to ask the Senator from In
diana if he has just heard that rumor? That is a rumor I 
have been hearing for the past three months. 

:Mr. WATSON. I have heard it for three months, but I hear 
it now with a considerable degree of authority. I want to 
know whether it is so or not. 

Mr. COPELAND. I have heard the rumor, and I know per
fectly well, as the Senator does, that on the part of the miners 
there is the greate t desire in the world to go back to work. 
Why should there not be? They are losing over $1,000,000 a 
day. There are some operators, too, who are independent op
erators, who naturally want to go to work. These men are 
not far apart, and I appeal to the Senator to join me in asking 
the President of the United States to bring those men here. 
If they are as near together as the Senator apparently thinks 
they are, the President could settle the matter in half an hour 
instead of two hours. • 

1\Ir. WATSON. Has the Senator ever suggested this matter 
to the President or consulted him about it? 

Mr. COPELAND. I will say to the Senator from Indiana 
that last Friday three of my colleagues from New York, Mem
bers of the lower Honse, were refused audience by the Presi
dent. He refused even to see them to talk about it. 

Mr. WATSON. I am asking whether or not the Senator 
himself has ever suggested this matter to the President or 
sought audience with the Preside'nt on this matter? 

Mr. COPELAND. No; I have not. 
Mr. WATSON. Let me ask the Senator another question. 

Suppose the President calls them together and they decline to 
agree. Then what? Then does the Senator propo e compul
sion of some sort? 

l\Ir. COPELAND. I do not. 
l\lr. 1\T.EJELY. Mr. President--
The VICE PRESIDENT. Does the Senator from New York 

yield to the Senator from West Virginia? 
A-Ir. COPELAND. I yield to the Senator from West Vir-

ginia. · 
A-Ir. NEELY. Is the Senator from New York informed as to 

why the President refused to see this delegation of New York 
Members of the House? 

Mr. COPELAND. I can not answer the Senator. 
Mr. NEELY. If these Members of the House called on the 

President because of an alleged shortage of coal, of course. 
the President had the best excuse -in the world for refusing to 
see them. West Virginia has an unlimited supply of coal now 
available at bargain-counter prices, which is better than any 
other coal ever used in New York City. We hope that the Sena
tor from New York will see to it that his constituents, whom he 
so faithfully and ably serves, avail themselves of the present 
opportunity to become thoroughly familiar with the best coal 
in the world, which is the coal produced in 'Vest Virginia. 

Mr. COPELAND. 1\lr. President, if the coal owners in West 
Virginia do not endow the Senator from that State and send 
him to the Senate for the rest of his life, it is because they 
do not appreciate what he has done to advertise the virtues 
of West Virginia coal. But, Mr. Pre ident, I have a suspicion, 
not that Senators, of course, would have this feeling, but that 
there are people living in West Virginia, Virginia, Ohio, Ken
tucky, Tennessee, and Pennsylvania who do not care whether 
the strike is ever settled or not, because they have soft coal 
to sell; because they have substitutes to sell. 

A lot of people want to know why we do not use the sub ti
tutes in New York. My friend the Senator from Maryland 
[Mr. BRUCE] said I had not yet made clear to him why it is. 
Senators see the people in the pictures of the coal lines. They 
live in what we call cold-water tlats, old ramshackle apart
ment houses that ought to have been dynamited half a cen
tury ago. They live in those places where the chimneys are 
built of rough brick with very small :flues. They can not burn 
even the splendid coal from West Virginia in the stoves whose 
:flues lead into those chimneys. · 

Mr. NEELY. Mr. President, will the Senator yield? 
Mr. COPELAND. Just for a question, but not to listen to 

a further dissertation on the virtues of West Virginia coal. 
Mr. NEELY. I hope 1f the Senator yields at all that he 

will yield without " reservations " and permit me to say that, 
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regardless of the ~onstruction or the size of the chimneys in 
New York, anybody capable of burning anything can burn 
West Virginia coal. 

Mr. COPELAND. Mr. President., in my State I find Repub
lican papers like the Jamestown Morning Post and other papers 
devoted to the cause of the Republican Party, like the Perry 
Record, are demanding just as strongly as I am that the 
President call the strikers to the White House. When I say 
" strikers " I mean the operators who are striking against the 
good of the country and the striking miners as well. 

I want to impress upon the chairman of the Committee on 
1tllnes and Mining and, l hope, upon the country that the bUI 
which seeks to give the President the authority which he asked 
for in his message and the authority which Senators on the 
other side of the Chamber say the President must have if he 
is to settle this problem is held up by a member of the Presi
dent's Cabinet, and it is because of the failure of the Republi
can administration to take action that we are in the present 
plight. 

Mr. President, I am not going to ask for a vote to-night, but 
I am going to bring the matter up very shortly and ask for a 
vote. I hope when that is done we may have enough humane 
sentiment in the action of the Senate so that there mny be 
relief. There is no man who has given more thought to the 
needs of the poor than the Vice President of the United States, 
who occupies the chair now. He bas built lodging houses where 
the poor are taken care of in his ~ity, and any man who knows 
the conditions in the Northeastern States knows that the coal 
lines mean suffering and misery. Up in Pennsylvania, as indi
cated by the clipping which I sent to the desk, they mean death 
and starvation, because those people have no money with which 
to buy food. 

Ah, Mr. · President, I wish I had words to make clear to the 
Members of this body how necessary it is that action should 
be taken. I can hardly resist the temptation of asking that 
action be taken at this moment, but I am going to postpone 
the request hoping that the kindness of heart which indi
viduals posses may finally lead the Senate by some degree 
of unanimity to take a step forward in the solution of the 
problem which has to do with the lives of the people -of the 
United States. 

Mr. EDWARDS. Mr. President, I thoroughly agree with 
the sentiments expres ed by the Senator from New York [Mr. 
CoPELAND]. I, too, am receiving many telegrams and letters, 
and some of them v~y unique. One which I have just re
ceived reads as follows: 

A1·e you going to leaye babies and children freeze? No coal. 

I take it that the Senator from New York is not concerned 
about the operators or about the local dealers. He is con
cerned in having the strike settled. He believes that if the 
Pre ·ident of the United States would call the representatives 
of the operator and the repre entatives of the strikers to
gether, the matter could be settled and coal would come. The 
senior Senator from Arkansas [Mr. RoBINSON] introduced a 
very fine bill here yesterday that is good for June but not for 
to-day. We are looking for relief right now. I thoroughly 
believe it can be brought about. I would very much like to 
see the Senator from New York press his re olution right now 
to a. vote and let us see who are really the friends of the 
children and who are not 

TAX REDUCTION 
The Senate, as in Committee of the Whole, re umed the con

sideration of the bill (H. R. 1) to reduce and equalize taxa
tion, to provide re•enue, and for other purposes. 

The VICE PRESIDE:!\"T. The que tion is upon agreeing to 
the amendment of the committee at the top of page 113. 

Mr. BORAH. Mr. President, I suggest the absence of a 
quorum. 

The VICE PRESIDENT. The clerk will call the roll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names : 
Bayard Edwards 
Bingham Ernst 
JJlease Fernald 
Borah Ferris 
Bratton Fess 
Broussard Fletcher 
Bruce Jfrazier 
Butler George 
Cameron Gerry 
Capper Glass 
Copeland Golf 
Couzens Gooding 
Dale Hale 
Deneen Harris 
Dill Ilarrl on 
Edge Heflin 

Howell 
Johnson 
Jones, Wash. 
Kendrick 
Keyes 
Ktng 
La Follette 
Lenroot 
l\IcKPIIar 
:McKinlPy 
McU:>an 
McMaster 
McNary 
Means 
!\letcalt 
Moses 

Norrl.s 
Kye 
Oddie 
Overman 
Pepper 
Pittman 
Ransdell 
Reed, Mo. 
Reed, Pa. 
Robinson, Ind. 
Sackett 
SchaU 
Sheppard 
Shipstead 
Shortridge 
Simmons 

Smith Swanson Warren Willis 
Smoot Trammell Watson 
Stanfield Wad~?wortb Weller 
Stephens Walsh Williams 

The VICE PRESIDENT. Seventy-seven Senators having 
~nswered to t~eir names, a. quorum is present. The question 
lB. upon agreeing to the amendment of the committee, which 
wlll be stated. 

The CHIEF 0LERK. On page 113, line 1 after the word 
"records " strike out the words " but they," ~nd in ert in lieu 
thereof ' but, except as hereinafter pro"ided in this section and 
section 1203, they, " so as to read : 

Returns upon which the tax: has· been determined by the commissioner 
shall constitute publ1c records, but, except as hereinafter pro·dded 
in this section and section 1203, they shall be open to inspection only 
upon order of the President and under -rule and regulations prescribed 
by the Secretary and approved by the President. 

The amendment was agreed to. 
Mr. REED of Pennsylvania. Mr. President I nsk that the 

situation with reference to section 1100, on p~ge 235 may be 
stated. I have the impression that the amendmen't of the 
committee was agreed to, but there seems to be some doubt 
about the provisions on page 236. 

The VICE PRESIDENT. The amendment on page 235 was 
agreed to. _ · 

Mr. REED of Pennsylvania. Has the amendment on page 
236, lines 5 and 6, been agreed to? 

The VICE PRESIDENT. That amendment has not been 
agreed to. The clerk will state the amendment. 

The CHIEF CLERK. The committee proposes, on page 236 Title 
VII, special taxes, capital-stock tax, in line 5, to strike o~t the 
words " this section, ' and insert in lieu thereof " section 700 of 
the revenue act of 1924," so that the paragraph will read: 

In any proceeding in court in respect of any tax imposed by section 
700 of the reYenue act of 1924 or by any prior capital-stock tax Jaw. 

The amendment was agreed to. 
Mr. REED of Pennsylvania. I ask that the Senate now 

turn to section 1109 on page 291. I have the impression that 
when that section was reached the committee amendment was 
read but was not agreed to. Does the RECORD ~how that it 
was agreed to? 

The VICE PRESIDENT. The RECORD shows that all amend
ments on pages 291, 292, 293, and 294 have been agreed to. 

:;\lr. REED of Pennsylvania. Very well. I then send to the 
desk an amendment which I offer. 

l\Ir. MOSES. Mr. President, a parliamentary inquiry: Are 
we still in the stage of committee amendments? 

The VICE PRESIDENT. We are. The Clerk will state 
the amendment offered by the Senator from Pennsylvania. 

The CHIEF CLERK. On page 165, line 10, strike out the 
period, insert a semicolon and the word " and " and after 
line 10 insert a new paragraph to read as follows': 

(3) As to any amount collected after the statutory period of limita· 
tions upon the beginning of distraint or a proceeding in court for 
collection has expired, but in any such claim for credit or refund or 
in any such suit for refund the decision of the board which has become 
final as to whether such period had expired before notice of deficiency 
was maHed shall be conclusive. 

Mr. REED of Penn ylvauia. Mr. President. this is a purely 
formal amendment and the purpose of it may be explained as 
follows: The provisions of this subdivision as reported by the 
Committee on Finance prohibit all suits for refund if the tax
payer .has petitioned to the board. Paragraph (2) of this sub
division takes care of the case where the collector asse ses 
more tax than is permitted by the final decision of the board. 
The same paragraph a1so takes care of the situation where 
the board has ruled that the statute of limitations has expired 
before the -notice of deficiency was mailed, for in such cu es 
under the provisions of section 906 of the revenue act of 1024 
as amended by this act, the decision of the board that the 
statute has run is equivalent to its decision that there is no 
deficiency, and hence, any amount at all collected would be 
the collection of an amount in excess of the deficiency deter
mined by the boarcl. But the bill as reported to the Senate 
by the committee does not take care of the situation where 
if the decision of the board has become final the commls ioner 
fail~ ~o a~ ess and collect the tax within the statutory period 
of limitation. In such a case the taxpayer would obviously ha\e 
suit for refund ina .. much as , ection 3224 of the Revised Stat
utes prevents him from enjoining the asse ment or collection. 
It is a technical amendment which I think everybody admits 
is correct. 
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1\Ir. REED o.f Missouri. 1\fr. President, has the Senator from 

Pennsylvania concluded his remarks on thls matter? If so, I 
wish to ask him a question. 

The VICE PRESIDENT. In this connection the Ohair will 
suggest that in order for this amendment to be offered it will 
be necessary to reconsider the vote by which the amendment to 
which it is proposed was agreed to. Then the amendment to 
the amendment may be offered. 

1\:Ir. REED of Pennsylvania. I ask that the vote by which 
the committee amendment was agreed to may be reconsidered. 

The VICE PRESIDENT. Without objection, the vote by 
which the committee amendment was agreed to will be recon
sidered. 

l\fr. REED of Missouri. Mr. President, I wish to ask the 
Senator from Pennsylvania a question. As he knows, I have 
been necessarily absent for some days and I may be asking a 
question that has been threshed over ; but does the amendment 
which has been reported propose that it the taxpayer appeals 
to the board he thereby cuts off his right to appeal to the court? 

Mr. REED of Pennsylvania. Mr. President, in substance the 
provisions are these: The taxpayer has the alternative either 
to appeal to the board without paying the tax, in which case 
be goes on through the routine provided by the act to the board 
then to the Circuit Court of Appeals, -and then to the Supreme 
Court if necessary, or he has the alternative of doing, as he 
can -dow do, of paying his tax and bringing his suit in the 
district court to recover it. We have preserved that right. 

As the Senate Finance Committee amendments were origi
nally written they did not preserve the right to bring suit in 
the district court, but we thought it only proper that the right 
should be preserved, and during the absence of the Senator 
from Missouri a series of amendments was adopted which pre
served that right to the taxpayer. 

Mr. REED of Missouri. That is to say, under the proposed 
law as it is now written the taxpayer can refuse to pay his 
tax and appeal to the board, but if he wants to appeal to the 
court he must first pay his tax and then sue to get it back? 

Mr. REED of Pennsylvania. That is the way the law is now. 
Mr. REED of Missouri. Yes. 
Mr. REED of Pennsylvania. And we have kept that. The 

House struck that out. The House limited the ta.xpay1r to an 
appeal to the board, but we do not think that was fau. We 
wanted to preserve the present right to pay the tax to bring 
suit by a jury trial in the district court. 

Mr. REED of Missouri. Does not the Senator think that a 
man ought to be allowed to enjoy the right to contest it in the 
court without first paying the tax? . · 

Mr. REED of Pennsylvania. No, Mr. President; we did not 
think so. As a matter of fact, if that were done 1t would be 
used as a stay of execution by a great many taxpayers. Of 
course the Senator must understand that there is always the 
right to file a bond; there is a system of jeopardy assessments 
provided. The commissioner may levy the assessment 
promptly, and in every such case the taxpayer has a right ~o 
file a bond to protect the Government, and then go on to h1s 
suit in court before a jury. So long as he protects the Gov
ernment he may do that. 

Mr. REJED of Missouri. Do I understand that if the commis
sioner raises the assessment the taxpayer can appeal to the 
board without paying his tax, and if the board decides against 
him he can then appeal to the court? 

Mr. REEJD of Pennsylvania. Yes; on the filing of a super-
sedeas bond. 

Mr: REEJD of Missouri. He must give a supersedeas bond? 
Mr. REElD of Pennsylvania. That is right. 
Mr. REEJD of Missouri. What I want to get away from-and 

I offered an amendment at the last session to cover it-is this 
process of levying an additional assessment, forcing the tax
payer to pay that assessment, and then get it back if he can. 

1\ir. REED of Pennsylvania. I think that Is pretty well taken 
care of in the bill as the Finance Committee has drawn it. 
The taxpayer can contest that claim right through to the court 
of last resort, and in no case is it necessary for him to pay, 
although he must file an appeal bond if he goes up from the 
Board of Tax Appeals. 

Mr. REED of Missouri. Suppose he is unable to file it? 
1\lr. FLETCHER. Then he is in bad luck. 
Mr. REED of Missouri. Yes, he is in bad luck; and it is the 

bad-luck man that I am talking about. I have known of sev
eral instances of absolute bankruptcy being forced on individu
als and concerns who never had a day in court and never had a 
chance to have a day in court to appeal from tax assessments 
that were unjust from every angle and from every con
sideration. 

I have not any confidence in any taxpayer getting justice 
before one of these boards i~ the depart~ent. He may get 

justice; but he may not. I do not want to see this law so 
framed that a taxpayer who wishes to take that course can 
not appeal to a court unless he gives a bond. No citizen's 
right to his day in court ought ever to depend upon his ability 
to give a bond. 

I grant that if the Government makes an assessment-and 
some of the assessments have been very arbitrary, very oppreR
slve, very outrageous-and the Board of Appeals rules against 
the taxpayer, it is possible that the Government ought not to 
be restrained from collecting its tax during appeal unless a 
bond is furnished; but a taxpayer ought to be allowed to pro
ceed with his appeal in that case, not, however, enjoying the 
right of supersedeas, just as the citizen is allowed his appeal 
in a civil case where he is unable to give bond. 

Mr. REED of Pennsylvania. The Senator has expre sed it 
better than I did. The taxpayer has that right. This is the 
first time, Mr. President, since these tax laws began that we 
have given the right to a judicial trial without either the 
payment of the tax or the filing of a bond-that is before tho 
Board of Tax Appeals. Now, assuming they decide against 
the taxpayer, then he has three alternatives. He can ej.ther 
pay the tax and continue his appeal or he may file the bond 
and continue his appeal--

Mr. REJED of Missouri. And the bond supersedes--
Mr. R.EJED of Pennsylvania. The bond supersedes the action 

of the collector, supersedes the judgment. 
Mr. REED of Missouri. Yes. 
Mr. RElED of Pennsylvania. Or he may do neither and con

tinue his appeal. Then, of cour e, the collector's remedy of 
distraint and collection remains as before. 

Mr. REED of Missouri. The Senator informs me that that 
is the present situation under this bill? 

llr. REED of Pennsylvania. That is the way the bill now 
stands; it never has been the law heretofore. 

Mr. REED of l\lissouri. It is reasonably satisfactory in that 
shape. 

Mr. REED of Pennsylvania. It seems to us to be fair. 
The VICE PRESIDENT. Without objection, the amendment 

to the amendment is agreed to. 
Mr. GLASS. Mr. President, the Senator from Pennsylvania 

says this is the first time the taxpayer has had available 
judicial process. I am wondering whether it may be described 
as judicial process. I am wondering ~hether or not we should 
permit attach~s of the Internal Revenue Department or former 
attaches of the Internal Revenue Department to serve on the 
Board of Tax Appeals. 

Mr. REEJD of Pennsylvania. We har-e complete control of 
that, ilir. President, because the nominations are all subject to 
confirmation by the Senate. 

Mr. GLASS. Yes; that I know; but we have a tax board 
that, in my view, is literally saturated with bureau ideas. It 
is a tax board pretty much like the bureau itself, which thinks 
that it is established not to see that the taxpayer gets justice, 
but to ooe, primarily and first of all, that the Government gets 
every dollar that it may think is due the Government ; and that 
notion it has above every other notion. Above any considera
tion of a judicial consideration, it h~s the idea that the Gov
ernment must, first of all, be sure to get everything it can; not 
everything it should, but everything it can. 

Mr. REED of Pennsylvania. I think that was true of the 
old tax board, and that is what we are trying to correct in this 
bill by lengthening the term and giving more complete in
dependence on the part of the members of the tax board. 

Mr. GLASS. Bttt if a man imbued with that notion should 
get on the board, the longer his term the more I object to him. 

Mr. REED of Pennsylvania. Then, we ought not to confirm 
him. 

Mr. GLASS. If we preclude by statute membership on that 
board to anybody who has had an association of that kind and 
has become impregnated with that sort of spirit, then we would 
be more certain of getting the right kind of a board. 

Mr. FLETCHER and Mr. KING addressed the Chair. 
Mr. REED of Pennsylvania. I yield first to the Senator 

from Florida. 
Mr. FLETCHER. I wish to suggest that, having seen some 

opinions rendered by the Board of Tax Appeals, I think the 
most important right that is preserved here-and, as I under
stand the Senator, it is preserved ; that has been my under
standing of the bill-is the right to go into the·district court 
by the taxpayer upon the payment of the tax. I do not think 
that we ought to allow him to do that unless he does pay the 
tax · but when he pays the tax his right to go into the district 
cou;t is preserved. To me that is the important right that 
he has, and it is worth a great deal more to him, in my judg
ment, than 1s the right to appeal to the Board of Tax Appeals. 
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Mr. REED of Pennsylvania. If the Senator will examine Mr. REED of Pennsylvania. In substance, that is what we 

thE' amentlment. ""hich we wrote to the original section, he have done by giving the taxpayer the right to appeal to the 
will ee that we have been scrupulous to preserve that right. Board of Tax Appeals without the payment of tax and with
The taxpa~-er did not have it under the House bill. out giving bond, but we did not think it right to give him the 

Mr. KL"'\G. Mr. President, I think the provisions to which righ to file a similar appeal in any district court anywhere 
the Senator ha referred-and I was one of the subcommittee without either giving bond or paying tax. That is too liberal 
which considered them-are exceedingly liberal; indeed, I to the taxpayer. 
have been inclined to think they are in some respects rather Mr. REED of Missouri. No, Mr. President; here is the trou
too liberal. · But I wish to say to the Senator from Virginia ble, if the Senator will pardon me : I am simply trying to get 
that I ha\e an amendment attacking some provisions of the at this on its merits. There is no spirit of controversy about 
sections dealing mth the Board of Tax Appeals. I agree With it. The trouble is when you give an appeal to a Board of 
the Senator. I think this board is saturated with bureaucracy. Tax Appeals it sits here in Washington, does it not? 
Nea1·ly all of the members were taken from the bureau. They Mr. REED of Pennsylvania. No. 
were the ones who were performing the duty of passing 1\fr. SMOOT. It travels around the country. 
upon these controverted questions. Four or five of them were :.Mr. REED of Pennsylvania. There are 16 members and 
brought back into the bureau after they had separated them- they sit in divisions. They sit all over the United States. 
selves from the bureau. The contention is that the salary It is really a more convenient court than the district court of 
paid i too small; and yet four or five of these men who had the United States. It is an expert court. It is more up to uate. 
been with the bureau for some time and then went out to It is more <:onvenient to the taxpayer. Take the Senator's own 
pra<.:tice law, apparently were \ery glad to get back into the circuit, which is a couple of thousand miles long: It is a whole 
bureau. lot harder for the taxpuyers in many parts of that circuit to 

I hhve here an amendment which attacks the tenure of get to the nearest district court than- it is for them to get to 
office of the members of this boat'd. The- House had a pro- the uearest division of this Board of Tax Appeals. 
vision giving these men positions for life. I am very glad to Mr. REED of Missouri.~ No; the Senator is mistaken about 
say tllat the Senate committee did not accede to the view that. 
of the House, and in that respect greatly improved the bill Mr. SMOOT. They held court one month at St. Louis and 
as it came from the House. I think the amendment which I one month at Kansas City this year. 
have offered, and to which I shall call attention later, will Mr. R.EED of Missouri. The Senator is speaking about the 
be another improvement to the bill as it came from the House. court of ap.peals? 

!\Ir. REED of ).Iissouri. ~Ir. President, I desire to ask the Mr. SMOOT. No; I am speaking of our Boa1·d of Tax 
Senator from Pennsylvania another question. I am asking Appeals. 
these questions about matters which I ought to know myself; Mr. REED of Mis. ouri. I am speaking about the district 
l•ut as the Senator knows, I have had no opportunity yet to court of the United States. 
examine this bill. Mr. REED of Pennsylvania. Will not the Senator con, ider ' 

In case an appeal is prosecuted from the Board of Tax for a minute the predicament of the taxpayer in New York 
Appeals to a district court-- City, where the district court is literally choked "ith prohibi· 

Mr. REED of Pennsylvania. Pardon the interruption, but tion cases? 
the appeal lies directly from the Board of Tax Appeals to the Mr. REED of Missouri. I consider that, yes, as one of the 
circuit court of appeals or the Court of Appeals of the District nui"'ances that attach to prohibition; but the answer to that 
of Columbia. ought to be that we should either create more courts or we 

Mr. REED of Missouri. Very well. When that case goes to should take away from the courts the e police duties that are 
the court of appeals, it goes solely upon the record that was now for&d upon them. The fact that somebody wants to have 
previously made. I tllat right? a man prosecuted for keeping a gill of whisky in the cupboard 

:Mr. REED of Pennsylvania. It goes on the record made in in his house is no reason why a ta~payer should be denied his 
the Board of Tax Appeals; yes. day in court, where be may be assessed $100,000 by the arbi-

llr. REED of Missouri. And in the Board of Tax Appeals trary action of a wholly uninformed special agent sent out by 
i it not true that thev consider affidavits and letters and hear- the Government. 
say evidence of every ·sort--evidence that does not come within Mr. REED of Pennsylvania. The Senator's arqument is 
the oruinary rules of evidence? I unan werable in logic, but it is pretty poor satisfaction to the 

:llr. REED of Pennsylvania. I do not know what the practice taxpaye1· who wants action and can not get it. 
has been in the past; but we have taken care that 1t shall not Mr. REED of Missouri. Oh, no ; let us see if the shoe is not 
ue so in the future, because we have provided in the bill that the on the other foot. I li1e in Kansas City, let me say. Some 
rules of evidence in the Board of Tax Appeals shall be the same agent comes down from Washington and says that I owe $50,000 
as tho8e prevailing in the courts of equity in the District of of taxes, which I do not owe. I say : " I will not pay it. Go 
Columbia; and if they should receive any such hearsay state- into the district com~t over here and file your suit." Or I could 
ments as the Senator has described, of course, that would be be given the right to go into the diso.-ict court and have the 
reversible error. assessment enjoineu. If I do not get a trial on that right away, 

1\lr. REED of 1\Ii ·souri. The reason why I ask the question I am not suffering tremendously. Besides, we can easily pass 
is that my understanding is that the courts have sustained a law that those cases should be expedited. Now. if I file that 
actions of boards based upon just the kind of evidence I de~ case or make a defense in that case in bad faith the court could 
scribed a moment ago. be authorized to assess not only the ordinary costs but attor-

~Ir. REED of Pennsylvania. That is what we are trying to ney •' fees or penalties upon me. That will deter people from 
get away from now. making false defenses; and these things are done, not once in 

Ur. REED of l\Ii ·souri. .And I am glad to know that that a while but habitually. 
has been avoided. • A man comes down without any evidence that is woriliy of 

Mr. GEORGE. Mr. President, if the Senator will pardon me, consideration and raises some taxpayer's tax. I have in miud 
I may suggest that every reasonable effort has been made to now a case that came to my attention only to-day. A lawyer 
bring this board out of the class of a mere administrative body collected a fee of about $10,000, which represented practically a 
into the statu of a court; and I think the rules of evidence year· work. He turned it in in his tax returu as fees received. 
to which the Senator refers have been amply cared for in this One of these bright young gentlemen from Washington landed 
provi .. :ion. in that town and without coming to ask him a woru, having 

.Jlr. REED of Mi ourl. I am very glad to know that. Now found out that a certain corporation in another State had paid 
ju t one further question: him $1~000, proceeded to assess him $10,0001 and said that was 

Why is it that a taxpayer can not be given his day in court not returned, although it was the very item he ha<l returned as 
by direct action, without first requiring him to pay the tax fees. ~ow, of course, that lawyer will take care of himself. 
that is assessed? I know I shall be met with the statement He is not an object of sympathy ; but things of that kind are 
that it would mean interminable delay to the Government; happening every day where these men, without any e1idence 
but it frequently happens that the tax that is assessed is that is worthy of the name, are going out and piling on immen e 
ruinou . and that the taxpayer can not raise the money. It assessments. 
always happen that it iB a hardship if the_ ta.x is wrongfully When you propose that a man shall go to the Board of Tax 
laid. Why should not a taxpayer be allowed to litigate in good Appeals it is a good deal like going to be tried on a question 
faith the e additional assessments; and why can not the Gov- of offense against the Mohammedan religion before a TurkiRh 
~rument be protected against an abuse of the courts for court; and you can go and try it hun<lreds of miles, perhaps, 
purposes of delay by giving to the com·t the right to assess from yom· home. You can hire a lawyer to do it. If you are 
the cost and penalties if the suit is not brought in good faith in your own home or in your own judicial (W trict, it is not 
and upon a meritorious cause? nearly so difficult; and my experience has been that the only 
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place in the world where you can get a controversy settled 
and settled right is in a court of justice. They make mis
takes, but they try not to; and you have rules of law and evi
dence that protect you, and you have a right of appeal that 
protects you. 

I think every citizen ought to have the right to refuse to 
pay his tax and to go into court and test the matter, l!rovided 
always that there should be sufficient penalties attached to 
deter a man from bringing a wrongful suit-! do not mean ~ a 
mere mistake ; but even there the costs are sufficient-~and I 
think that until we do that we are going to have this con
stantly increaslng arbitrary action by the agents of the Treas
ury Department. 

I do not say tllat to attack the e men harshly. Many of 
them are men who are just overzealous ; many of them are 
men who are lacking in experience ; many of them are impelled 
by an ambition to make a great showing. 

In my own per onal experience I ha\e had two clients who 
were absolutely ruined by assessments that were unjust and 
that could not have stood up in a court of justice. Of course, 
I could not repre ent them before boards and commissions 
down here. They were assessed without rhyme or reason, 
and in some way or other the day passed when they had any 
chance to protect themselves; and it was no protection to 
them to say, "Pay your taxes and then go into court," because 
they did not have the money to pay the taxes and could not 
rat ·e the money to pay the taxes and be out of the money two 
or three years. 

I do think that we ought to open the door of the courts wide, 
so that the citizens of the counh·y can protect themselves 
against unjust taxation. I do not want to delay this bill a 
minute. I presume the right of amendment is open, and will 
be open until the final passage of the bill in the Senate; but I 
want to give notice that I am going to ask at the proper time 
for the consideration of an amendment such as I have re
ferred to. 

l\Ir. REED of Pennsylvania. I suggest that the Senator 
will have ample opportunity to study the bill and to renew 
the. e objections and offer any amendments when the bill is in 
the Senate. 

1\Ir. McKELLAR. l\fr. President, I indorse very heartily 
all the Senator from Missouri has said about the use of the 
district courts, and several days ago I offered an amendment, 
which I desire to read at this time for the benefit of the Sen
ator from Missouri and of other Senators, on that subject. My 
idea was to make' this amendment apply solely to the future 
and leave the machinery of the Board of Tax Appeals as it is. 
This amendment is to be offered on page 274, and is as follows: 

DISTRICT COUnTS 

Exclusive jurisdiction ls hereby conferred upon the district courts of 
the United States to hear and determine, according to the rules of 
equity, as in other cases where the sum involved exceeds $10,000, first, 
aU claims of taxpayers hereafter arising for refunds ; second, all claims 
of taxpayers hereafter arising for depletions and abatements; third, all 
claims for additional taxes claimed by the Government against any tax
payer, whatever the nature of the claim, when the amount is in exce s 
of $3,000. 

No action shall be maintained under this section unless brought 
within the statute of limitations two years from the date of payment 
of the ta.x ; or if brought by the Government, two years from the date 
the tax became due: P1·ovi<Led, That in all cases of constructive fraud 
the action may be brought at any time within six years. Service of 
proces upon the district attorney of the district in which the taxpayer 
re itles, or his assistant, shall be binding upon the United States, and 
the district attorney shall defend aU tax suits brought under this para
graph. All suits brought on behalf of the Government under this para
graph shall be brought by the distl'ict attorney of the district in which 
the taxpayer resides. The records of the Internal Revenue Bureau 
respecting such claims of taxes shall be sent to the district attorney in 
the e\·ent of a suit brought under this section and shall be available to 
the inspection of the taxpayer or his attorney. Appeals fr<Jm the deci
sion of the district judge are to be granted in accordance with the rules 
ot practice ln other equity cases arising in such courts. 

The words " hereafter arising" are used in this amendment. 
If the Senator will indulge me a moment, I wo-uld like to say 
that the impelling motive with me in offering the amendment 
was this: Under the present system, a taxpayer is put to a 
world of trouble when a reassessment is made against him, 
und that is the usual ca~e. For instance, if he lives in my 
State, a thousand miles away from Washington, he has to come 
to Washington himself and employ an attorney here, or employ 
an attorney at home and send him to Washington, at great 
trouble and e:A'J)ense. It is oftentimes not only many months, 
but sometimes years, before he gets action by the unit in the 

revenue office. Then he may take his case to the Board of 
Tax Appeals, and if he does not get what he wants up there, 
he has to employ :probably another attorney, because the kind 
of an attorney who would go before the Board of Tax Appeals 
is not the kind of attorney who would fil~ the proceedings in 
the circuit court of appeals, or in the Court of Appeals for 
the District of Columbia, in all probability, if be undertakes to 
carry the ca.§_e up. · 

It seems to me, as the Senator from ~Iissouri so well argued 
a few moments ago, that this is an imposition upon the tax
payei' which ought not to be allowed. It seems to me our dis
trict courts ought to be open for the benefit of the taxpayers. 
That matter ought to be settled in favor of the tUXJ)ayer. The 
taxpayer has some rights which Congress ought to guarantee. 

The VIOE PRESIDENT. The question is on agreeing to the 
amendment to the amendment. 

The amendment to the amendment was agreed to. 
The am~ndment as amended was agreed to. 
1\fr. REED of Pennsylvania. I send to the desk and ask to 

have read the following amendment. 
Mr. McKELLAR. A parlimentary inquiry. We are still 

on committee amendments, and this is a committee amend
ment? 

Mr. REED of Pennsylvania. These are offered as committee 
amendments. 

The VICE PRESIDENT. The clerk will read the ameurl· 
ment. 

The CHIEF CLERK. On page 289, after line 18, insert: 
SEc. 1106 (a). The bar of the statute of limitations against the 

United States and against the taxpayer in respect of any internal 
revenue tax shall not only operate to bar the remedy but shall extin
guish the liability. 

Mr. REED of Pennsylvania. Mr. President, just a word in 
explanation of this amendment. The necessity for it arises 
from a very peculiar case. In a recent decision in the Court 
of Claims it has been held, in substance, that after the statute 
of limitations has run against the collection of a tax, the 
collector may nevertheless issue his distraint and collect the 
tax by a distraint, and then if the taxpayer brings suit against 
the United States to recover it back, he, being the plaintiff, 
can not plead the statute of limitations, although the United 
States would have been barred from a suit for the tax because 
the statute had run. It 1s a preposterous result, it seems to 
me, and a very great hardship to the taxpayer, to allow such 
a condition to continue, and while I feel reasonably confident, 
with all respect to the Court of Claims, that that case will be 
reversed on appeal, I do not think we ought to allow even a 
possibility that it will not remain, and we ought to correct 
it now. 

Mr. REED of Missouri. I think the Senator is undoubtedly 
right about that; but what has the Senator to say about taking 
away this right of distraint? 

Mr. REED of Pennsylvania. Oh, .no; we can not do that. 
That is a right which almost eYery tax collector has. We 
have to keep that right. 

Mr. REED of Missouri. We do not have it in my State 
until the taxpayer has his day in court, and it is not to be 
found in any white man's State. 

Mr. REED of Pennsylvania. The distraint can not be levied 
under this bill until the taxpayer has had a chance for appeal, 
has had a chance for a redetermination of his tax, which he 
ought to have. 

Mr. REED of Missouri. Then the law mu. t have been 
changed very radically. 

l\Ir. REED of Pennsylvania. It has been changed. 
Mr. REED of :Missouri. I am glad it has been. Let me ask 

one further question, and then I will not have to interrupt the 
Senator again in his labors. The return is made by the tax
payer, and somebody connected with the Government comes 
down and raises the amount. The taxpayer refuses to pay and 
appeals to the Board of Tax Appeals. That board's habitat, 
when it is home, is in Washington. Where is the record 
made up? 

Mr. REED of ~ennsylvania. The record will be filed, I sup
pose, in Washington. In fact, I am quite sure it will be. 

1\Ir. REED of Missouri. How is the case tried? How is the 
evidence taken, and where is the evidence taken? 

Mr. REED of Pennsylvania. The evidence is taken at any 
place where the division of the board may sit. 

1\Ir. REED of Missouri. Does the Board of Tax Appeals sit 
to hear the evidence itself, or does it sit to pass on evidence 
that has already been collected? 

Mr. REED of Pennsylvania. .A member of the bO<lrd him
self is the examiner, and takes the evidence. 
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Mr. REED of 11Ussourl. A single member? 
Mr. REED of Pennsylvania. One or more members may 

constitute a division, and their decision, of course, is always 
subject to review by the full board. 

Mr. REED of Missouri. Let me see, now. I return my taxes 
in Kansas City. Somebody whom I never saw before, without 
speaking to me at all or telling me anything about what he is 
going to do, suddenly notifies me that he has doubled my tax 
·assessment. I get this notice. Wbat is the next step? 

Mr. REED of Pennsylvania. The next step is to go before 
the division of the Board of Tax Appeals, one or more mem
bers, present the case, try it out, argue it, and then you are 
notified of the decision. 

Mr. REED of Missouri How do I get to this one member ; 
do I wait for him to come to Kansas City? 

Mr. REED of Pennsylvania. Yes. He was in Kansas City 
last November and heard over a hundred cases there. 

Mr. REED of Missouri. That is1 one man? 
Mr. REED of Pennsylvania I do not remember whether it 

was one or two. 
1\fr. REED of Missouri Well, one or two. He hears the 

evidence, just as a court does? 
Mr. REED of Pennsylvania. Yes; exactly like a court. He 

is bound by the same rules of evidence that govern a court. 
under this bill. Under the old act he has not been. 

Mr. REED of Missouri. Suppose he does not come to Kan
sas Oity; what will I do? 

Mr. REED of Pennsylvania. Then you do not have to pay 
any tax until he does come. 

Mr. REED of Missouri. Is he obliged to come there at given 
terms? 

Mr. REED of Pennsylvania. He is obliged to do as the 
circuit court does, to get around with reasonable frequency. 

Mr. REED of Missouri. Are there any terms fixed? 
Mr. REEJD of Pennsylvania. There are no terms :fixed by 

the bill, but the board itself is given power to establish rules 
to control such matters. If there is any delay, you do not 
pay your tax, that is all. It is an ideal situation for the tax
payer. 

Mr. REED of ~fissouri. I am not so sure. How do I stop 
the proceedings for distraint? 

Mr. REED of Pennsylrania. There can not be any pro
ceedings for distraint if you have taken your appeal in time. 

Mr. REJED of Missouri. Where do I lodge my appeal? In 
Washington? 

Mr. REED of Pennsylvania. In Washington. It can be 
done informally, by telegram or by letter. 

Mr. REED of Mi souri. Then I wait, and when this indi
vidual, or these individuals, come into my district, I appear 
before the:QI. How are the disti·icts defined-by tax districts 
of some kind? 

Mr. REED of Pennsylvania. There is no sharp definition. 
The members of the board go where the business requires 
them to go. 

Mr. REED of Missouri. What notice do they give of their 
appearance there? 

Mr. REED of Pennsylvania. That is :fixed by a rule~ of 
the board. I do not know what it is. 

Mr. REED of Missouri. And you do not know what it will 
be? 

Mr. REED of Pennsylvania. I have no idea. 
Mr. REED of Missouri. Then these gentlemen sit down 

and hear the case, the evidence is produced, and a record is 
made and preserved? 

Mr. REED of Pennsylvania. Precisely. 
Mr. REED of Missouri. Then when you come finally to 

have the case heard on appeal where do you go? 
Mr. REED of Pennsylvania. It is ~ed on that record, either 

in the Court of Appeals for the District of Columbia or in the 
circuit court of appeals of the taxpayer's home circuit. 

1\Ir. REED of Missouri. Either one? 
Mr. REED of Pennsylvania. Either one, at the taxpayer's 

option. He may go to either one he prefers. 
Mr. REED of Missouri. The taxpayer makes the choice? 
1\fr. REED of Pennsylvania. I was in error· about that, I am 

advised. He can come to the District of Columbia only by 
agreement with the Commissioner of Internal Revenue. But 
he bas a 1·ight to go to the circuit court of appeals of his home 
circuit. 

Mr. REED of 1\fissoul'i. Then, as a matter of fact, while 
there is a Board of Tax Appeals of 16 members, the taxpaye1· 
has his hearing before one or two of them who come out to his 
district? 

Mr. REED of Pennsylvania. Preci ely. 
~r. REED of Mi.. ouri. And if he is not pleased with that, 

then he c.:an appeal to the circuit court of appeals of his circuit? 

Mr. REED of Pennsylvania. In the meanwhile he can apply 
to the chairman of the board for a rehearing before the full 
board. That is provided, as the Senator will see, on page 268 s 

In case of a decision by a division-

That means one or more members-
the decision and the findings of fact-

Which they must make-
in connection therewith shall become the decision nnd the tlndtngs of 
the board after 80 days • • • unless within such period the 
chairman has directed that such decision shall be reviewed by the 
board. 

So there is a chance for a reargument before the court in 
bane, so to speak, after the division has acted. 

l\1r. REED of Missouri. But the taxpayer <'an get that only 
when he can get the chairman of the board to Lring the case up 
here, and when he does he has to come tv Washington to 
argue it? 

Mr. REED of Pe,nnsylvania. He can make his application 
by mail, of course, but he has to come here to get before the 
full bench. 

Mr. REED of Missouri. I think I understand it, but I want 
to be sure. A citizen's taxes are raised. He files his protest 
against the amount in the city of Washingt;on with the Board 
of Tax Appeals. Thereafter one or two member of that board 
may g? to his distiict where he has a hearing, and their judg
ment 1S :final unless he can come or send to Washington and 
induce the chairman of the board to order the case sent to the 
full board, in which event he must come to Washington to 
present his case or employ attorneys to do that for him; or if 
he does not appeal to the general Board of Tax Appeals he can 
appeal from the decision of the · di triet tax commission or 
having let it become :final without such appeal, to the Ci;cuit 
Court of Appeals of the United States for his district. In 
order for him to get a decision that is favorable to himself he 
must at least journey to the circuit court of appeals of his cir
cuit or he must journey to the city of Washington. 

Mr. REED of Pennsylvania. Provided the decision of the 
board goes against him. 

Mr. REED of Missouri Oh, certainly. If it goes in hi'3 
favor of course he has no complaint. A taxpayer whose taxes 
are raised only $500 or $600 would a good deal better pay 
the tax than to subject himself to that kind of .hardship and 
expense. 

Mr. REED of Pennsylvania. That is what I have done, and 
I suppose the Senator has done the same thing. 

l\Ir. REED of Missouri Exactly. That is what thousands 
of people are doing. There has been provided no machinery 
by which they can get a speedy hearing before any tribunal 
except this tribunal that is composed of one or two men who 
are sent out from the tax commission. 

l\Ir. REED of Pennsylvania. Yes. If it is only 5 cents, the 
taxpayer can pay it and bring suit in the district court to get 
it back where he can get a jury trial before his own neighbors. 

Mr. REED of Missouri. That is, after he has paid it. 
Mr. REED of Pennsylvania. But if it is a small amount he 

does not mind it. 
1\Ir. REED of Missouri. But suppose it is a larger amount? 
1\Ir. REED of Pennsylvania. Then it is worth while to take 

a trip. 
Mr. REED of Missouri. I do not think so. I do not think 

it is worth while ever to make it so that a citizen of the United 
States has to journey across the continent to get a hearing 
before a court or before any tribunal on earth except the 
Supreme Court of the United States, and necessarily some cases 
have to go to that tribunal. 

I know the Senator's purpose in this matter has been a very 
fair one, because I have heard him talk in the committee and 
I think there has been some improYement made in the measure. 
But I can illustrate, in a case that came directly to my atten
tion, the hardships involved in the circumlocution we have set 
up. There was a corporation, an estate that had been incor
porated. It had no net income. It was 1n fact hovering on the 
verge of bankruptcy, not because it did not have some a. sets 
but because they were encumbered and the encumbrance coming 
due. .A. gentleman landed in town one day and when he went 
out he had assessed them $5,000 tax. They bad just about that 
amount of money gathered up to pay the interest on a deed of 
trust. They had to take the money to pay the tax and sue to 
get it back, and in the meantime the gentleman who held the 
trust is foreclosing on the property. 

If that were a single instance, it would not be so bad. I 
think the bill needs just one more amendment in thi particular, 
and that is a provision that any citizen can go into court with-
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out paying any tax and resist the payment. In the meantime 
I agree that the Government for its own protection ought to 
be allowed, perhaps, in such a case as that to issue a distraint. 
But the idea that a man must first pay his money and then 
sue to get it back is anomaly in the law. It is not applied 
between individuals, and I hope the Senator can bring himself 

• to my way of thinking, so that when an amendment is offered 
which I shall offer it can have the support of the committee. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment of the committee. 

The amendment was agreed to. 
The CHIEF CLERK. The next amendment is on page 289, line 

19, to strike out " section 1106 " and insert " (b)." 
The VICE PRESIDENT. Without objection the amendment 

is agreed to. 
1\Ir. REED of Penn ylvania. I have one more amendment 

to offer. '.rhe amendment was offered for consideration last 
Saturday, but was not acted upon. I ask that it be reported 
now and that we may act upon it at this time. 

The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 334:, after line 10 or the amend

ment heretofore agreed to, insert a subhead "Amortization de
ductions," and the following new section: 

SEC. -. The deduction provided by paragraph (9) of subdivision 
. (a) of section 214 or by paragraph (8) of subdivision (a) of section 
284 of the revenue act of 1918, may (notwithstanding any provisions 
of the revenue act of 1921) be allowed for the taxable year 1918, 
1919, or 1920, if claim therefor was made before Uarch 3, 1924. 

Mr. REED of Pennsylvania. Mr. President, this amendment 
was discussed at length on Saturday last. It is extremely 
technical. It has been submitted to a subcommittee consist
ing of the junior Senator from Utah [l\Ir. KI ~G] and myself. 
It has been submitted to the Senator from Michigan [Mr. 
CouzENS], and by him to Mr. Manson, the counsel for the 
Couzens committee. It is entirely satisfactory to all those 
gentlemen and to the Bureau of Internal Revenue as well. A 
brief eA.rplanation of it is as follows: 

Sections 214 (a) (9) and 234 (a) (8) of the revenue act 
of 1918 allowed the deduction from gross income of a reason
able allowance for amortization. Sections 214 (a) (9) and 
234 (a) (8) of the revenue act of 1921 granted as a deduction 
from gross income the same allowance for amortization, but 
provided that such deduction should be allowed-
for any taxable year ending before March 3, 1924 (if claim therefor 
was made at the time of filing return for the taxable year 1918, 1919, 
1920, and 1921). 

This provision in the 1921 act has been held by the Board 
of Tax Appeals in the case of the Stauffer Chemical Oo. (2 
B. T. A. 841) as barring an allowance for amortization for 
1918, 1919, or 1920 unless it was claimed on the original re
turn. This decision is not in accordance with the intention 
of Oongress in passing the 1918 or 1921 acts. The committee, 
therefore, offers the pending amendment to provide that not
withr-<tanding the provisions of the 1921 act the amortization 
deduction for 1918, 1919, and 1920 hall be allowed if claim 
is made before March 3, 1924:, which was the limit placed by 
the 1918 act itself upon the making of such claims. 

The VICE PRESIDENT. Without objection the amend-
ment is agreed to. · 

::\Ir. REED of Pennsylvania. Mr. President, I ask unani
mous consent that when the Senate concludes its business 
to-day it shall take recess until 11 o'clock to-morrow morning. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none and it is so ordered. 

1\Ir. COPELAND. Mr. President, I hope the Senator from 
Utah does not intend to stop soon. I do not see any reason 
why we should. The agreement was that we were to stay 
in session until 10 o'clock. 

:\fr. REED of Pennsylvania. We have not requested any 
cessation of activities now. 

l\1r. COPELAND. I think we should take up some of the 
minor amendments and get them out of fhe way. 
. 1\Ir. SMOOT. If we proceed any further this evening I 
would like to take up Title 9, Board of Tax Appeals. I ask 
my colleague and the Senator from Mississippi [Ur. HARRISoN] 
if they have any objection to taking that up? 

:\Ir. HARRISON. I think it will be all right. 
Mr. KING. I am not quite ready, I will say to my colleague. 

I did not think that amendment would be reached this evening. 
1\ir. SMOOT. My colleague asked that pn.rag1·aph (b) go 

over. That is with reference to the term of office of all mem
bers who are to compose the board prior to J\lne 30, 1926. · 

Mr. KING. Yes; I am familiar with the amendment. 

Mr. Sl\1ITH. May I ask the chairman of the committee what 
change, it any, has been made in the munitions tax? Has there 
been any change? 

1\Ir. Sl\fOOT. There is no munitions tax in the bill 
1\Ir. SMITH. The 10 per cent tax on loaded shells has been 

left out? 
Mr. Sl\IOOT. It is not in the bill at all. 
Mr. SMITH. I have had many inquiries about it. 
l\fr. SMOOT. It may be that the Senator refers to revolvers. 

We have a tax on revolvers. 
Mr. S~HTH. No; I am talking about loaded shells. 
l\fr. S~IOOT. That is all out. There is nothing in the bill 

now about it. 
There are a number of Senators who have asked that we 

take up the alcohol tax. I shall know to-morrow morning 
whether it is possible to disagree to the Senate committee 
amendment and allow the House provision on alcohol to 
stand. 

Mr. SMITH. What was the reduction on the part of the 
House? 

l\lr. SMOOT. The House reduces it finally to the amount of 
$1.10. The tax to-day is $2.20. There is a graduated tax pro
vided until it gets to $1.10, which was the point at which it 
stood before the war. 

Mr. SMITH. Is that based upon the purity of the alcohol? 
Mr. SMOOT. That is 96 proof alcohol. 
Mr. HARRISON. I hope the Senator will let that matter 

go over until to-morrow and that he will come to the conclu ion 
that we can accept the Hou e provision. 

Mr. McKELLAR. Does the Senator think we can do it? 
Mr. SMOOT. My impression is that we can. 
Mr. McKELLAR. I am very glad to hear it. 
Mr. SMOOT. But I really do not know. 
Mr. SMITH. The Senator thinks he can reach an agree

ment a to the reduction? 
Mr. SMOOT. I can not sl:l.y offhand to-night, but I will know 

to-morrow. 
ALUMI~UM CO. OF AMERICA 

The VICE PRESIDE.l JT laid before the Senate the follow
ing communication from the acting chairman of the Federal 
Trade Connnission, which was read, and, with the accompany 
files of papers, referred to the Committee on the Judiciary: 

FEDERAL TRADE COMMISSIO:-<, 

Washington, Febnw.~Ty 6, 191!6. 
To the PRESlDEl'iT OF THE U~ITED STATES SE:OVATl!l, 

Washington, D . 0. 
DE..tR Srn : I have the honor to acknowledge on behalf of the Federal 

Trade Commi sion the receipt of Senate Resolution 141, adopted Feb
ruary 5, 1926, reading as follows : 

u Resolved, That the Federal Trade Commission be directed to trans
mit to the Senate, at the request of the Committee on tho Judiciary, 
any evidence, documentary or otherwise, in its possession affecting the 
question of whether there have been infractions by the Aluminum Co. 
of America of the decree entered against it in the year 1912 in the 
Distrlct Court for the Western District of Pennsylvania." 

In pursuance of the foregoing resolution the commission is pleased 
to transmit herewith to the Senate the· files containing all evidence 
in its posses ion covered by the resolution. 

Accompanying sheets identify the files, and it ls requested that such 
files be returned to the commission when they shall have ser-ved their 
purpose, as the files contain original documents upon which a published 
report of the commission is based and origtnal papers required in the 
prosecution of a case instituted by the commission for violation of law, 
which case is now proceeding. 

By direction o( the commission. 
Cordlally yours, 

C. W. HuxT, Acting Oha-lnnan. 

JUDOME~TB OF · THE COURT OF CL.AIYB-WA& DEPARTMENT . (8. 
DOC. NO. 54) 

The YIOE PRESIDENT laid before the Senate a communica
tion from the President of the United States, with an accom
panying letter from the Director of the Bureau of the Budget, 
transmitting, pursuant to law, a list of judgments rendered 
by the Court of Claims (submitted by the Attorney General 
through the Secretary of the Treasury and requiring an appro
priation for their payment), under the War Department, 
amounting to $129,783.11, which, with the accompanying papers, 
was referred to the Committee on Appropriations and ordered 
to be printed. 
JUDGME~TS OF COURT OF CLAIMS-WAR AND NAVY DEPARTMENTS 

(8. DOC. NO. 52) 

The VICE PRESIDENT laid before the Senate a communica
tion n·om the President of the Up.ited States, with an accom
panying letter from the Director of the Bureau of the Budget, 
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transmitting, pursuant to law, a llBt of judgments rendered by 
the Court of Claims (submitted by the Attorney General 
through the Secretary of the Treasury and requiring an appro
priation for their payment), under the War and Navy De
partments, amounting to $991,725.24, which, with the accom
panying papers, was referred to the Oommittee on Appropria
tion and ordered to be printed. 
JUDGMENT OF DISTBIOT COURT OF U.:'(ITED STATES (S. DOC. NO. ISO) 

The VIOE PRESIDENT laid before the Senate a communi
cation from the President of the United States, with an accom
panying letter from the Director of the Bureau of the Budget, 
transmitting, pursuant to law, records of judgments rendered 
against the Go\ernment by the United States district courts, as 
submitted by the Attorney General thl·ough the Secretary of 
the Treasury, amounting to $17,135.51, under the United States 
Veterans' Bureau, Xavy Department and War Department, and 
requiring an appropriation for their payment, which, with the 
accompanying paper , was referred to the Committee on Ap
propriations and ordered to be printed. 
CLAIMS ALLOWED BY GENERAL ACCOUNTING OFFICE (S. DOC. NO 53) 

The VIOE PRESIDENT laid before the Senate a communica
tion from the President of the United States, with an accom
panying letter from the Director of the Bureau of the Budget, 
transmitting, pursuant to law, schedules of claims amounting 
to 229,982.29, allowed by various divi ions of the General Ac
counting Office, under appropriations, the balances of which 
have become exhaufl ted or carried to the surplu fund, which, 
with the accompanying papers, was referred to the Committee 
on Appropriations and ordered to be printed. 
ESTIMATES OF APPROPRIATIONS FOR DEPARTMENT OF COMMERCE 

(S. DOC. NO. 5lS) 

The VICE PRESIDENT laid before the Senate a communi
cation from the President of the United States, with an ·accom
panying letter from the Director o~ the Bureau of the Budget, 
transmitting, pursuant to law, supplemental estlmates' of appro
priations, in the urn of $80,000, required for the Department 
of Commerce for the :fiscal year ending June 30, 1926, which, 
with the accompanying papers, was referred to the Committee 
on Appropriations and ordered to be printed. 

CLYDE STEAM.,HIP CO. (S. DOC. NO. 51) 

The VICE PRESIDENT laid before the Senate a communi
cation from the President of the United States, with an accom
panying letter from the Director of the Bureau of the Budget, 
transmitting, pursuant to law, a record of judgment rendered 
against the Government by the United States District Court for 
the Eastern District of New York, as submitted by the Attorney 
General through the Secretary of the Treasury in favor of the 
Clyde Steamship Co., amounting to $802.80, which, with the 
accompanying papers. was referred to the Committee on Appro
priations and ordNed to be printed. 

REPORTS OF THE COMMERCE COMMITTEE 

Mr. BINGHAM, from the Committee on Commerce, to which 
were referred the following bill , reported them each without 
amendment and submitted reports thereon: 

A bill (S. 2784) granting the consent of Congress to the 
Louisiana Highway Commission to construct, maintain, and 
operate a bridge across the Black River at or near Jones
ville, La. (Rept. No. 153) ; and 

.A bill ( S. 2785) granting the consent of Congress to the 
Louisiana High way Cemmission to construct, maintain, and 
operate a bridge across the Ouachita River at or near Har
I'isonburg, La. (Rept. No. 104). 

WOODROW WILSON 

:Mr. NEELY. Mr. President, I present an editorial from the 
Wheeling Regif'ter of the 3d instant on the late President 
Woodrow Wilson, which I ask may be printed in the RECORD. 

'l'here being no objection, the editorial was ordered to be 
printed in the R~ORD as follows : 

[Fr~m the Wheeling Register, Wednesday, February 3, 1926] 

WOODROW WILSON 

'To-day two years ago occurred the death of Woodrow Wilson, martyr 
President of the World War, after a long and llngerlng illness brought 
about by heart and body wounds suftered in line of duty. If one must 
die, what nobler death than fighting for the right against great odds? 

The last audible words of Woodrow Wilson were, "I am ready!" 
His work here was done, but the dying man knew that the right for 
which he stood would conquer. Ofttimes it is that leaders DYUSt give, 
sacrifice, and die t~ perpetuate a cause-to ennoble and endow it with 
a triumphant spirit. 

Shortly after the passing of the anniversary of Woodl.'ow Wtlson's 
birth, December 28 last, it was chronicled in the press that more than 
500 dinners and meetings were held over the country in his honor, and 

these without the spur of organized propaganda, without an e1f~rt to be 
impressive, without ostentation-but spontaneously an.d feelingly, be
cause living people who hold fast to the great faith and precepts of 
Woodrow Wilson wanted to meet in his name and renew, reaffirm, and 
repledge themselves in allegiance to that faith . 

And now, on the second anniversary of his death, we find the United 
States (not the United States of the erstwhile irreconclliable , but the • 
United States of to-day) petitioning for membership in the World Court, 
that tribunal of international justice established under the covenant of 
the despised League of ~atlons. 

Passing time cures many 1lls, and tides of reality roll in upon the 
minds of the people and wash away hatreds, animosities, and jealousies, 
leaving there instead clearness, vision, and facts. Entrance into thP. 
World Court is much more heartily indorsed over the country than 
even the one-sided vote in the Senate indicated, antl all because the 
American people now realize, soberly and sanely, that the world is 
calling for this great country to advance and assume the moral leader· 
shlp which Woodrow Wilson saw and coveted for us. 

It Is our duty to forget selfishness and serve all humanity. And 
that can best be done through closer contact and better r('latlons with 
other people who look to us for guidance. Becan e Woodrow Wilson 
has gone on, nvthing mortal man can say to condemn him will so act. 
He has passed beyond the realm of the living. He must be judged by 
his works, and God knows his works stand out triumphant and en
during. They will continue to grow in importance, calling to mankind 
to climb those heights to which they ever point. 

PROHIDITIO~ OBSERVANCE 

Mr. JONES of Washington. Mr. President, a few days ago 
there was placed in the RECORD an interview with, or statement 
by Doctor Empringham, of the Episcopal Church, with refer
ence to prohibition. I have here an ar.ticle from the New 
York Times of February 6, giving a statement from different 
bishops of that church, which I ask may be printed in the 
RECORD, together with an addre s by Bishop Manning of the' 
same church. 

The VICE PRESIDE!\"T. Without objection it is so ordered. 
(The statement and address are as follows:) 

MANNING REPUDIATES MODIFICATION PLE.A; URGES DRY C!tUSADE

BISITOP RALLIES THE CHURCH FOR NATION-WIDE DRIYE TO S PPORT 

PROHIBITI0:-1-LAW NOT AN 11 IMPIOUS ONE "-IF EVER RESISTANCE 

IS ~ 'ECESSA.RY HE HOPES l'l~ WILL BFJ IN HIGHER CAUSE THAN 

LIQUOR-HIS STAND HEARTENS DRYS-WHDELE~ APPL.o\UDS IT-
DOCTOR GRANT DISCLOSES WET MOVE BY CLUBS-EMPRINGHAM 

UNDAUXTED 

Bishop William T. Manning repudiated the Church Temperance 
Society's "change of policy " favoring light wines and beer in a ser
mon on prohibition yesterday morning at the Cathedral of St. John the 
Divine. He said the society did. not peak for the Episcopal Church 
of either the Nation or the diocese of New York. Ht> made an earnest 
appeal for prohibition enforcement and expres ed the bl'lief that the 
country would never repeal the eighteenth amendment or the Volstead 
Act. 

The modification policy of the Church 'Temperance Society was a 
subject of intense interest in church circles yesterday and was dis
cussed in many pulpits by clergymen who were virtually unanimous in 
their support of views entertained by Bishop Manning. 

The Rev. Dr. Percy Sticknt>y Grant, former rector of the Episcopal 
Church of the Ascension, in a ermon in the morning at the St. Yark's
ln-the-Bouwerie, charged that group identified only by number were 
being organi.zed in clubs and colleges to coperate in fightlng pr~hibiti~n . 

Wayne B. Wheeler, national counsel to the .Anti-Saloon League, 
balled Bishop Manning's stand for prohibition as destined t~ give heart 
to the forces that were fighting tbe movement of organized liquor inter
ests to upset the Volstead Act. 

mMPRI!'i'GH.A.M TO REPLY LA'.fER 

Soon after Bishop Manning had preached his sermon, Dr. James 
bmpringbam, national secretary of the Church Temperance Society, 
returned from Wasb1ngton. He declined to explain why be went to the 
Capital or by whom be was invited. He said be would answer Doctor 
Manning later. 

Dr. James V. Chalmers, former president of the Church Temperance 
Society, said D~tor Empringbam had "backslidden" and that he must 
have acted without authorization of the board of managers of wbicb 
Doctor Empringbam was not a member in the administration of Doctor 
Chalmers. 

Crowds surpa sed only by the throngs that fill the great unfinished 
cathedral on Easter packed themselves Into the edifice to hear Bi,qbop 
Manning's prohlbition sermon which be had announced on Thursday. 

To take care of the overflo\v camp stools were placed in every corner 
of the crossing, along the winding reaches of the ambulatory, back of 
the choir stalls, and in the entrances of many of the chapel . Scores 
of worshlpers found seats in the north ga11ery of the choir loft, and 
still there were hundreds standing at the head of the aisles and near 
the doorway or the crosrwing. 
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MORE THA~ 2,500 H1!lAR HIY 

Between 2,500 and 3,000 persons listened to Bishop Manning's ser
mon, according to an estimate of representatives of the cathedral. 
The congregation paid marked attention to every word. 

In the course of his sermon the bishop raised the question of how 
the Church Temperance Society had reached its findings whic.b, accord
ing to the Rev. Dr. James Elmpringham, national secretary of the so
ciety, showed that the 20,000 members of the society were overwhelm
ingly in favor of modification of the Yolstead Act to permit manu
facture and sale of light wines and beer. He also wanted to know, he 
said, whether the Church Temperance- Society itself had authorized the 
announcement. 

TEXT OF THBI SER.MO~ 

Bishop Manning's text was from I Corinthians, viii, 13 : " Where
fore, if meat cau~eth my brother to stumble, I will eat no flesh for 
evermore, that I cause not my brother to stumble." His sermon fol
lows: 

" There ls at the present time much dt cussion of the question of 
prohl.bition, and in view of the great importance of this question to 
the life of our people, I feel it right, as bishOlJ of this diocese, to make 
some statements upon the subject and to state clearly my own judg
ment in regard to it. 

"Let me say first that undue importance has been attached to cer
tain statements made in the name of the society known as the Church 
Temperance Society. This society has no official authorization and no 
right whatever to speak in the name o! the Episcopal Church. It is a 
voluntary association and its statements have only such weight as may 
attach to those of any voluntary organization. They are not to be 
taken as representing the mind of the Episcopal Church. For some 
years past the church has scarcely been aware of the existence of this 
society and it has not been regarded as having weight and influence in 
the church. 

CITES HOUSE OF BISHOPS' STA...'W 

" How the findings were reached which were recently announced in 
the name of the society and whether thls announcement was authorized 
and indorsed by the society itself we have still to learn. The mind 
of the house of bishops was expressed at the general convention in 
New Orleans last October by the adoption without a dissenting vote of 
the following resolution : 

u Resolved, That facing the danger of the spirit of lawlessness in 
American life we welcome the renewed efforts of the Government of 
the United States to enforce strictly and impartially the prohibition 
laws and the ant1narcotic laws which are so widely and cynically dis
regarded, and we call upon the people of our church to set a good 
example of that obedience to law without which no democracy can 
endure. 

"As indicating the mind of our own diocese, our diocesan convention 
in 1923, after full consideration, adopted a resolution appealing to 
Governor Smith to veto the bill repealing the Mu~Jan-Gage law. No 
action by the convention since that time has suggested any change in 
it sentiment upon the subject. 

"My own judgment and conviction upon this question remain what 
they were when I addressed our convention upon the subject in 1922. 
I have given much study to the question and have considered carefully 
the evidence presented by those who believe in prohibition and by those 
who are opposed to it, and I have found no reason to change my views. 
I do not hold that to drink wine or other intoxicant in moderation is 
in itself a sin. But I believe that the prohibition law properly en
forced will make us a healthier, stronger, and better people, and I 
believe that these laws can be and ought to be enforced and are being 
more and more generally observed in the country as a whole. 

RECOGNIZES CERTADl EVILS 

"I recognize the truth of much that is said as to the increase of 
drinking among certain groups and classes of people, the lowering of 
standards, the flask-carrying, and other disgusting :md degrading prac
tices which have been introduced among those wbo ought to know 
better and to have nobler ideals of llfe. I recognize the evil and cor
ruption connected with bootlegging in which, let us remember, the 
respected members of society who patronize the bootlegger and so 
create him are just as reprehensible as the men whom they thus tempt 
and pay to violate the law. 

"We must remember, however, that the pictures of these violations 
of the law are drawn usually by those who wish to use them as an 
argument for the repeal or modification of the law. Other laws or our 
land are difficult of enforcement and are frequently violated, but we 
do not, therefore, suggest their modification or repeal. We must con
sider this law not in its effect upon certain groups or communities who 
willfully choose to defy and violate it, but in its effects upon the life of 
our country as n whole, and so considered there is, in my judgment, no 
room for serious doubt as to its beneficial results. 

"By a great part or our people we see this law respected and 
obeyed. We see its observance in the counb·y as "'· whole increasing 
and not decreasing, We see the lives ::ted homes of our wage earners 
and our plain people immeasurably benefited by it. We see in many 

places jails closed because they are no longer needed. We see in such 
a situation as the present coal strike the entire absence of disturbance 
and disorder as a result largely of the prohibition laws. There is not 
the slightest likelihood that the country will ever repeal the prohibi
tion laws, and we all know this. 

CALLS WET PLANK U.IPOSSIBLE 

" Neither of the two great political parties could be prevailed upon 
even to consider a wet plank in its platform. Any political party 
which adopted such a plank would sign its own death warrant. 

"I do not believe that the Volstead Act should be modified at this 
time. When the law is being so observed by all that we can be 
assured that iti modification would not mean Its practical nullification 
when its modification is desired by the sincere friends as well as b; 
the enemies of prohibition, some modification of it may and probably 
wlll be made. 

"The return to the sale of wines and beer which some are advocatinrr 
would, in my judgment, increase and not reduce the present evils and 
would make any enforcement of the law impossible. I do not believe 
that the country as a whole would listen to this. 

" I see that some of our bishops and clergy say that this law can not 
be enforced. Instead of saying that it can not be enforced let us do OUL" 

part to arouse the spirit which will insm·e its enforcement and give 
our help more strongly to our brethren and the other authorities wh() 
are laboring far more earnestly than we to secure this. 

"Let me present briefly three or four ot the main facts in regard 
to this question as I see them: 

" 1. This law is not a wrong or evll or impious one such as we 
should be justified in refusing to obey. I quote the words of John G. 
Sargent, Attorney General of the United States, in his recent address to 
the New York State Bar Association: 'Tha~ a traffic which for genera
tions has been recognized and discussed and written about by economists, 
sociologists, and jmists as an evil may be marked for extinction by the 
lawmaking power and agencies of the country is not only settled 
law, setUed beyond the stage of being longer open to question, but it 
has been settled and rests on fo~ndatiops of soundest reasoning,' an:l 
our country had the full right to make that law. 

SEES OBEDIE~CE A DUTY 

"The prohibition law being the law of our land, it is the duty of 
every good citizen to obey it. To quote the Attorney General again 
' In this country the will of the people, expressed at the ballot box: 
creates the duty of the citizen upon the subject voted upon.' The 
Attorney General no doubt recognizes, as I certainly do, that a law 
might be passed by a human tribunal so impious in its nature, so con
trary to the law of God and of right that lt would be our duty to 
defy and resist it to the death, but this Is not such a law. If we are 
ever to resist the law in the name of personal liberty, I hope it will 
be ln a higher· cause than the right to buy and drink intoxicating 
liquors. 

"3. Those who disapprove this law have the right to say so, and to 
work in lawful ways for its modification, or repeal, but no citizen of our 
land has the right to disobey this law or to encourage others to do so, 
and no one can do this without reflection upon himself and injury to 
the life of our country. As PL·esldent Coolidge has said : ' It is the 
duty of a citizen not only to observe the law but to let it be known 
that he is opposed to its violation.' A democracy can endure only 
upon the foundation of observance of the law. 

"4. The law has its great importance, but we must not depend only 
upon the law to promote temperance among our people. It is quite 
true that 'social legislation is never a substitute for social education.' 
In this one point, and this only, I agree with the recent statement 
made in the name .of the Church Temperance Society. We need and 
should have by all the churches a continuous campaign of information 
and education as to the evils, physical, intellectual, economic moral 
and spiritual, which have cursed the world as the result of th~ use of 
intoxicating drinks. 

URGES VOLU~TARY SUPPORT 

" 5. Last, I wi h that we might lift this subject up from the level 
of mere law enforcement to the higher level of free, voluntary, willing 
support of the law for the sake of the common good. 

"In view of what our race has sul!ered through the evils of strong 
drink, in view of the agony which fathers, mothers, and children have 
suffered from it, in view of the fact that its suppression means the 
reduction of poverty, sorrow, disease, and crime, may we not all of 
us be willing and glad to make such surrender of our personal liberties, 
or of our tastes, as the law calls for, and to see prohibition fully and 
fairly tried. 

"We know that It was good for the young men of our land during 
the wnr and we know that it Is equally good for them now. We are 
all stirred with pride and admiration at the wonderful and heroic 
rescue of those in danger by Captain Fried and the officers and men 
of the P1·eside-nt Roose-t:elt. That is an example which is an honor to 
our country and gives all of us a fresh impulse for nobler living. 
What a magnificent thing it would be if for the aid of those who arc 
endangered by strong drJnk we should all of us give our full support 
to the prohibition laws. What better exhibition could there be of the 
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l()ea1lsm of Am!'rka thtut such willing surrender of our preferences 
and tastes for the good of all and for the help especially of our weaker 
brethren? Shall we not all give our help to 1t? 

"~'here is no nobler spirit than that which says w1th St. Paul, • If 
meat maketh my brother to stumble, I will eat no flesh forevermore, 
that I make not my brother to stumble.' 

" I wish that the clergy of our church and of all churches all over 
our land would join in a crusade for such voluntary and noble action 
in support of the law, and that the people of all churches and all 
good citizens would unite in such a movement. Can anyone doubt 
that this would be for the moral and spiritual good of our country?" 

NI"!'."-ETCEN BISHOPS OF EPISCOPAL FAITH STA!';D HY DRY LAW-FIVE 

F.HOR l\IODIFICATIO~ OF ACT AS PRoPOSED BY CHURCH SOCIETY

l\!A.TOIUTY FOR 0BSERVA~CE--FE..ut RETt:RN OF THE COXDITIO~S 

WHICH EXISTED BEFORE THE PASSI~G OF SALOONS-FOES RlDICL'LE 

THE LAW-THEY HOLD IT IS NOT E~ORCEABLE A...'W HAS BROUGHT 

ON GE."ElllL LAWLr!SSNESS 

Twenty-four bishops and suffragan bishops of the Protestant Episco
pal Church have answered an inquiry from the New York Times as to 
whether they approve the change of policy of the Church Temperance 
Society in favor of modifying the Volstead Act. Of that number 5 
favor modification and 19 announced their opposition to a change in 
the present law. 

The inquiries s~nt by the Times to the bishops and suffragans asked 
whether you "appro\e or disapprove of the stand of the Church Tem
perance Society favoring modification of the Yolstead .Act"? 
~· be bishops lined up as follows : 

FOR MODIFYING \OLSTEAD ACT 

Bishop Frederick B. Howden, Alberquerque, N. Mex. 
Bishop Cameron Mann, Orlando, Fla. 
Bishop George Herbert Kinsol'ring, Austin, Tex. 
Bishop A. C. A. Hall, Burlington, n. 
Bishop John C. White, Springfield, Ill. 

AOAINS:r MODIFYlNG VOLS'l'EAD ACT 

Bishop WUliam T. Capers, Dallas, Te:x. 
Bishop J. P. Tylor, Fargo, N. Dak. 
Suff-Bishop W. Blair Roberts, Sioux Falls, 8. Dak. 
Suff-Bishop S. M. Griswold, Chicago, Ill. 
Bishop John C. Ward, Erie, Pa. 
Bi. hop James R. Winchester, Little Rock, Ark. 
Bishop Benjamin Brewster, Portland, :Me. 
Bishop lD. Cecil Seaman, Amarillo, Tex. 
Bishop Walter Taylor Sumner, Portland, Oreg. 
Bishop R. H. Mize, Topeka, Kans. 
Bishop R. H. Weller, Fond du Lac, Wis. 
Bishop Lewis W. Burton, Lexington, Ky. 
Bishop Edwin S. Lines, Newark, N. J. 
Bishop George A. Beecher, Hastings, Kebr. 
Bishop J. l\1. Francl . Indianapolis, Ind. 
Bishop James lD. Freeman, Wa bington, D. C. 
Bishop J. H. Dadlngton, Harrisburg, Pa. 
Bi hop James Wise, Topeka, Kans. 
Bi hop W. Blair Roberts, of South Dakota, wired: 
" While I am not opposed to light wine and beer, I am opposed to 

any modification of the Volstead Act or the eighteenth amendment so 
long as civil officers are so remiss in enforcing the law and church 
members and other leading citizens show such utter disregard, not of 
that particular statute but of law, by persistently and openly dis
obeying Jt.'' 

Bishop Thomas F. Gailor, of •renncssee, wired that he was not a 
member of the Church Temperance Society and could not express an 
opinion, and Bishop Edwin H. Coley, of Utica, " preferred to make no 
comment." 

DISAPPROVES OF STAND 

TorEKA, KAxs., February 5.-I entirely disapprove of the stand of 
the Church Temperance Society favoring modification of the Volstead 
Act. The history of the State of Kansas bas demonstrated the value 
of prohibition and the practicability of its enforcement. 

Bishop JAMES WISE. 

PORTLAND, OREG., Februa.rr 4.-Empringham statement does not 
represent church's attitude. What he may say, or small groups employ-
1Dg him, doe.s not express the mind of the Episcopal Church. Most 
heartily disagree with his recommendations. After living 10 years 1D 
old Chicago red-light district, as chairman of Chicago"s first Municipal 
Vice Commission, am convinced conditions to-day improved tremen
dously over wet years, S()cially, economically, morally, notwithstand
ing deplorable disregard for law enforcement 1D certain quarters and 
among certain classes. Drunkenness throughout old district almost 
uni~rsally due to beer drinking and vice protection by brewery in
terests. 

Return to beer Is for no other reason than to provide intoxicant. 
Those who Cleny this are either ignorant or interested in doing so. 
Volstead Act law is here to stay. Fathers and mothers and wins 
who have suffered will prevent its modification, which would ulti· 
mately and intentionally end its usefulness. It can be upheld and is 
bound to b~ more and more as time passes. 

WALTER TAYLOR St:MXER. 

COXDEMXS u LIQUOR RING 11 

Foxn Du LAC, Wis., February 4.-I think the prohibition amend
ment as interpreted by the Volstead Act has done as much good as 
could ha;e been expected, considering the looseness of its enforcement. 
During a long period it has been a football for politicians, but at 
present seems to be in the hands of its friends, who are making reason
able progre s. The old saloon system, with all its attending evils, 
was under the control of the breweries and the distillers, and any 
radical amendment of the Volstead Act would put them in the saddle 
again. I do not think we can alford to admit that the liquor ring is 
stronger than the Government, nor do I think the Supreme Court 
would allow Congress to practically nullify the Constitution. · 

R. N. WELLER. 

WOULD OPEN WAY TO LAWLESS 

SAI,INA, KANs., Februa1·y 5.-Am wholly out of sympathy with state
ments of the Church Temperance Society, which does not speak for 
the Episcopal Church, and probably has not members in the West. 
The Episcopal Church in these parts is whole-hearted on the eighteenth 
amendment and the Volstead Act. To modify the law would but 
open the way to further lawlessness. Most of us are glad to obey · 
the law, and rejoice in the good influence upon our economic and 
social life. 

R. H. MrzE. 

SHOt;LD BE LARGER liODlB'ICATIOM 

WI!'\TER PARK, FLA.., February 5.-I have not seen the proposition 
of the Church Temperance Society. But I am fully convinced that 
there should be very la.rge mollifications of the Volstead Act. The 
rights of Individuals and the welfare of the community require this. 

CAMERON MANN. 

BELIEVES PlliOPLlli IMPROVED 

LExiNGT0!\1', KY., February 5.-'Terrible things have been attributed 
to prohibition which have had other causes and whH'h would ha\e been 
worse without the constitutional amendment. This is true of the 
behavior of young people. It is the extreme of the new freedom and 
parents are reaping the harvest of the laxity, materialism, and in·e
llgion they themselves have sown. 

The disrespect for law had a serious menace in this country, even 
before the World War. I believe that the general condition of our 
people in this country has been decidedly improved by prohibition. 
Prohibition is a huge nation social experiment in the result of which 
the world is interested. Let respectable people a..'ld, above all, Chris
tians, set an example of loyalty to law; let them deny themselves for 
the sake of weaker brethren. Such a stand will turn the tide in favor 
of prohibition and ,ive us a nation sober and prosperous. 

BISHOP LEWIS W. BVRTON. 

DISAPPROTIS SOCDJYl'Y'S ACTION 

NEWaRK, N. J., February 5.-Bishop Lines of Newark entirely <lisap
proves of the action of the officer·s of the Church Temperance Society and 
thinks no one ought to regard it as expressing in any way the minds 
of the Episcopal Church. The society had no official connection with 
the Episcopal Church whatever and the friends of strong drink at·e 
seeking unwarranted comfort from the report, while the enemies of 
sh·ong clrink should not be discouraged. 

'WOULD NOT VOTE FOR REPEAL 

HASTIYOS, NEB., February 5.-I do not believe that this action of the 
Church Temperance represents the feeling of the majority of the mem
bers of the Episcopal Church of the country. I did not vote for the 
Volstead law, but i would not ;ote to have it repealed. I disapprove 
of the plinciple of the modification of the act, because I do not believe 
there is a middle ground. 

G:mOROE A. BEECHER. 

SUPPPORTS TE;\IPERANCID SOCIEiTY 

AUSTIN, TEx., February 5.-I heartily approve the stand of the Church 
Temperance Society, and, in nddition, have always been strongly op
posed to extreme prohibition. The conclusions of the Church Temper
ance Society are, tn my opinion, true and unanswerable. 

Bishop GEORGE HERBERT KINSOLVING, 
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GLAD TO SEE MODIFICATION 

BoRLINGTON, VT., February 5.-While Ln favor of enforcement of ex
isting laws, I should be glad of a modification of the Volstead Act. The 
Church Temperance Society should consult its members. 

A. C. A. HALL. 

CONSIDERS ACTION ILL-ADVISED 

lNDLANAPOLIS, IND., February 5.-I consider the action of the Church 
Temperance Society ill-advised and harmful in its effect. While I 
believe much more in temperance than in prohibition, I feel strongly 
that so long as the Volstead Act is in effect the law should be obeyed. 
The Church Temperance Society, which .Is a voluntary organization, 
does not and can not speak for the church. 

JOSEPH M. FRANCES. 

MAKES NO COMMENT 
GTICA, ~. Y., February 5.-Prefer to make no comment on the subject 

suggested. 
Very truly yours, 

EDWARD H. COLEY. 

THI?\"KS THE LAW IS A .TOKE 
SPmXGFIDLD, ILL., February 5.-I am heartily in favor of the report 

of the Church Temperance Society and their stand for a modification 
of the Volstead Act. I do not believe that the present law can be 
really enforced without a standing army. It has become largely a 
great joke and a source of corruption of our young people and is a gold 
mine to bootleggers in every grade of our society. No use hoodwinking 
ourselves in the face of facts ; they are well known to everybody who 
wants to know. 

JoHN C. WHITE. 

CHURCH STANDS FOR ENFOllCE~IENT 

WASHINGTON, D. C., February 5.-The church can ill afford to indulge 
In a discossion that must inevitably result in weakening of law enforce
ment. It is the business of the church to stand for the enforcement 
of law. It weakens its whole appeal when it joins with those who to
day nre utterly heedless of their obligations to what is the duly con
stituted law of the land. 

If the church would address itst>lf more unremittingly to the supreme 
business of strengthening the moral character of the people, it would 
gain a firmer hold upon those who to-day lightly esteem it. 

Such pronouncements as those recently made have behind them 
nothing of authority and make no impression whatever upon public 
opmwn. The lawmaking bodies of this country are not affected by 
statements thnt proceed from such sources. 

JAMES EJ. FREEMA~. 

SHOCKED BY SOCIETY PROPOSAL 

BAHRlSDURG, PA., February 5.-In answer to your inquiry would state 
that as vice president for many years of the Church Temperance Society 
and one of its oldest members I was shocked to read in the newspapers 
of the contemplated change in its policy ftom its past ardent support 
of the prohibition law. The society at its beginning supported high
license laws, but when they were found to be almost worthless in con
trolling liquor excesses its new superintendent, Doctor Empringhnm, 
published strong prohibition articles in our magazine called "Temper· 
ance.·• 

When the Volstead Act was passed many felt that the society had 
accomplished its work, and so regular publication of the paper ceased 
for a time and the society advocated other reforms. Though I iave 
paid dues to the society I have received no notice of meetings for 
several years, and had no knowledge of the recent meeting of the 
society, and so did not attend, and think that the bishops and othet• 
clergy and laity are by any great majority against exempting wine 
and beer, and in favor of supporting President Coolidge in the strict 
enforcement of the prohibition law as it now stands, as it has been 
so successful in the rural districts and many cities. There should 
be another meeting of the society held soon to reconsider and express 
the will of the majority of the church. 

Bishop Talbot, recent presiding bishop, and I are botll in favor of 
the present law. Bishop Colmore, of Porto Rico, told me yesterday 
that he held the same view. Bishop Ward, of Erie, favors prohibition, 
and his splendid resolution fot• stricter law enforcement was passed 
unanimously in the House of Bishops in New Orleans last October. 

Rescue missions kno\v that beer drunkards are hardest to reform. 
When I was in Berlin to lecture at the university last July a large 
vote was polled in the German Reichstag to limit the brewers' pur
chases of barley so starving children could have bread. 

Due to the Volstead law there are now no open legalized liquor 
saloons from the Atlantic to the Paclfic, wherein bad women and wo1·se 
men, gamblers, panderers, and vote buyers can nreet and corrupt our 
youth. In former coal strikes like the present there were rioting and 
bloodshed, but thanks to our prohibitionist and chlll'chman, Governor 

Pinchot, and our law-enforcing judges, with miners idle for six months 
and much poverty and distress, there has been no disorder, no law
breaking. To weaken the national prohibition law, which is working 
so admirably when properly supported by the State authorities, would 
be criminal foolishness, and the plain people and business interests of 
the country will never submit to it. The diocese of Harrisburg, which 
covers a territory larger than the four States of Rhode Island, Con
necticut, New Jersey, and Delaware, has twice in dioce an con>entions 
voted unanimously for strict prohibition enforcement. 

JAMES HENRY DARLINGTO:i. 

SAYS CO~DITIONS WAIUl.AXT ACTION 

ALBUQUERQUE, N. MEx., February 4.-The stand taken by the Church 
Temperance Society in relation to. the present application of the na
tional prohibition is, in my opinion, warranted by actual conditions 
throughout the country. Prohibition as we now are attempting to en
force it has become a menace to the best moral and ch·ic interests of 
the Nation, and the suggestion that the Volstead Act be modified seems 
a possible remedy. It should at least be given sympathetic considera
tion by Congress in a serious effort to bring relief to an intolerable 
condition of injustice, hypocrisy, and lawlessness. 

Bishop FREDERICK B. HOWDEN. 

DEXOUKCES BREAKERS OF ALL LAWS 

Sroux FALLS, S. DAK., February 5.-While not opposed to light wine 
and beer in themselves, I am opposed to any modification of the Vol
stead Act or the eighteenth amendment so long as ci>il officers are so 
remiss in enforcing the law and church members and other leading 
citizens show such utter disregard not of that particular statute but 
of law by persistently and openly disobeying it. 

Bishop W. BLAIR ROBERTS. 

DISAPPROVES LAW HIXDRAXCE 

EVANSTON, ILL., February 5.-I heartily disapprove any action whtch 
makes more difficult the enforcement of the prohibitory law. 

Bishop S. ::\I. GRISWOLD. 

URGES STRICT EXFORCEME~T 

ERIE, Pa., February 4.-Years ago I became an honorary vice prP.sl
dent of the Church Temperance Society, as I thought it was helping 
the cause of temperance. No one has a right to assume that the men 
who were interested in this society years ago approve of noctor 
EJmpringham's present stand. Personally, I am strongly opposed to the 
modification of the Volstead Act and heartily in favor of the strictest 
enforcement of that act and o! the eighteenth amendment. I think the 
strict and impartial enforcement of these laws would result in the 
greatest economical, social, and general ad-:-ance of the whole Nation. 
As Attorney General Sargent pointed out, the real problem is to per
suade otherwise respectable and law-abiding citizens to cease bribin.., 
bootleggers to break the laws of the United States. This great task ot 
education and conversion is part of the responsibility of all the 
churches. 

Bishop J OH:-t C. WARD, 

CALLS EXPERIMENT TOO U. "CERTAI~ 

PORTLA~D, ?ilE., February 4.-The remarks of the superintendent or the 
Church Temperance Society, if correctly reported, seem to me not to be 
based upon a thorough investigation of conditions throughout the 
country, especially In rural districts. Whatever criticism on theoretical 
grounds may be made of the principle of prohibition, I believe the duty 
of the hour is to promote the ob ervance of the present law amon.,. all 
rather than to hazard the experiment of a modification, which w; ar; 
by no m1ans certain would diminish the evils that arrive from the 
defiant attitude of some people I thel'efore disapprove of the attempt 
to modify the Volstead .\ct. 

BEX.TAMIN BREWSTER, 
Bi8hop of Jla,ne. 

SAYS NATION ACCEPTED PROHIBITIO~ 
FARGO, N. DAK., February 4.-For more than 100 years prohibition 

was intensively and extensively studied and discussed. No question ever 
decided by the American people was better understood. Before national 
prohibition went into effect 33 States, acting separately for themseh·cs, 
had adopted prohibition. More tllan three-fifths of the people and 
foUl'-fifths of the territory were under prohibition. The eighteenth 
amendment was submitted by a vote of more than two-thirds by both 
Houses of the United States Congress and bas been ratified by 46 or 
the 48 States. 

By opinion of the United States Supreme Court in 1920 both the 
eighteenth amendment and the Volstead enforcement code were de
clared to be constitutional. With prohibition and every other law the 
~ood ot the people aa,n be enforced by placing men In authorit¥ who 
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llave the inclination, courage, and ability to do what they are paid and 
sworn to do. For these reasons and for the fact that prohibition is 
succeeding I am opposed to the new position taken by the Church 
Temperance Society of the Episcopal Church if correctly stated 1n the 
pre s favoring modification or the Volstead Act to legalize beer and 
wine. I do not agree with the sentiments expressed by the Reverend 
Doctor Emphrlngham. 

Bishop J. P. fiLER. 

URGES St'PPORT FOR DRY LAW 

AMARILLO, Tex., February 5.----.J.rhe announcement favoring modifica
tion of the Volstead law disb·esses me as lining up Doctor Empring
bam's unofficial society with organized liquor traffic, which is impeding 
law enforcement. In Texas good citizens sought not to modify the 
law against cattle stealing but grad~ally reduced the violation to a 
minlmum by destroying offending organizations. Our church stands on 
the official action of the 1916 general convention and the 1917 House 
of Bishops as follows : 

"This church places itself .on record as favoring such action in our 
legislative assemblies as wlll conserve the largest interest of temperance 
and the repression of the liquor traffic." (Journal of general conven
tion of 1916, p. 328.) 

And, "grateful for the action of the Pre:sident and of Congress in 
restricting the manufacture and sale of liquor, we urge all to support 
the authorities in enforcing the law and to et a personal example of 
abstinence. 

"Indhi.duals or societies taking any other position repudiate the 
chm·ch's position and in my opinion impede righteousness." 

E. CECIL SEA~~. 

Bi.shop of North Texas. 

DEMA -n OF U~ION LABOR FOR BEER 

Mr. BROUSSARD. Mr. President, ju t immediately follow
ing the matter o:trered by the Senator from Washington [Mr. 
JoNES] to be printed in the RECORD, I ask that there be printed 
in the RECORD an article appearing in the Washington Herald 
of this morning entitled " Union labor demands beer and asks 
clergy's aid." 

The VICE PRESIDENT. Without objection it 1s so ordered. 
The article referred to is a.s follows : 

[From the Washington Herald, February 8, 1926] 

UNION LABOR DEMANDS BEER AND ASKS CLERGY' S AID-DRY LAW 

FAILs, SAYs GnEE.:-<, IN OPENI:\G DRIVE TO MODIFY AcT-LAsT Two 
FEDER.A.TI0.:-1 CONVENTIONS lNDOUSEO WIKES AND 2.75 PER CENT BREW, 

HII POINTS OUT--CHURCH URGED TO HELP-CO:XFERENCE TO PllOMOTE 

"REAL ~MPERAKCE" IS PLANNED AS PART OF WORKERS' FIGHT 

NEW YORK, February 7.-0rganized labor is preparing to burl its' 
weight onto the scale against prohibition. With William Green, presi
dent of the American Federation of Labor, coming out fiatfootedly for 
the amendment of the prohibition act and a national committee en
deavoring to enlist the clergy of the country In the movement, the 
workingman is getting ready to open a drive for his beer. 

Green's attitude is revealed in a bulletin being circulated to-day in 
national labor circles by the International Union of United Brewery, 
Flour, Cereal, Uill; and Soft-Drink Workers. 

u PROHIBITION FAILS , 

It quotes him as saying the last two Federation conventions favored 
2.75 beer, and prohibition is a failure. He says: 

" We feel that the failure to enforce prohibition is breeding con
tempt and disrespect for law in general." 

At the same time the National Committee of Organized Labor to 
Amend the Volstead Act announces it will call an immediate conference 
wHb the clergy to bring about genuine temperance. 

SPURIOUS DRI:SKS 

John Sullivan, pre idcnt of the Central Trades and I.abor Council 
of Greater New York and Vicinjty, representing 700,000 workers, 
to-day declared labor thinks light wines and 2.75 beer are the proper 
rl'medy "for the destruction and misery can ed by spurious drinks." 

He sllid the national committee will seek the support of clergymen 
of all denominations, adding: 

"It is apparent that clergy of all denominations, Protestant as well 
as Catholic, see the nece ity of bringing about an amenument of the 
Volstead Act." 

THE FEDERAL ESTATE TAX 

llr. FLETCHER. Mr. President, I ask to have printed in 
the RECORD a sbort editorial from the Washington Post of 
ye terday, entitled "The Federal estate tax." 

There being no objection, the editorial was ordered to be 
printed in the RECORD as follows : 

[From the Washington Post, Sunday, February 7, 1926] 
THE FEDEr~ ESTATE TAX 

In defense of the FederiJ.l estate tax it is said that it will t end to 
check the growth of large fortunes. But ls not such a Federal death 
tax a penalty on industry, thrift, and business success? Do not the 

possessors of large fortunes already pay a large income tax to the 
Government? 

The estate tax is communistic in essence; and no party except the 
Socialist Party indorses the Federal estate tax. 

It is claimed that Je1l'erson and Wilson indorsed a Federal estate 
tax. Where and when did Jefferson ever indorse such A. tax? True. 
President Wilson in 1916 signed a tax bill containing a Federal estate 
tax, but that in the emergency of war, when revenue was needed from 
all sources. 

Should not the South vote solidly against a Federal estate tax? 
Such a tax is not paid by great corporations, but is paid by indh-iduals. 
A State inheritance tax Is quite sufficient. 

Take the State of Texas, for example. The House provision for a 20 
per cent Federal estate tax, with 80 per cent refunded to tbe estate in 
Texas paying a State inheritance tax, says to the State of Texas: 
" If you refuse to obey my commands, instead of taking annually out 
of your State $4,000,000 as an inheritance tax, your State will be 
penalized, and for your disobedience it will be assessed a. fine or 
$16,000,000 and will have to pay annually $20,000,000 to Washington, 
instead of $4,000,000." 

Every dollar taken from the people by the Goyernment not necessary 
to carry on the Government is governmental robbery. 'l'he Federal 
estate tax provided for in the House measure plainlr states that the 
Government needs only one-fifth of the sum which it will take from 
the States if they dare refuse to do what the House demands. 

The SP.nate bill repeals altogether the Federal e tate tax. This 
amendment should stand and become a part of the law. 

RECFSB 

Mr. SMOOT. I ask that the Senate carry out its unanimous
consent agreement to take a recess until 11 o'clock to-morrow. 

The VICE PRESIDENT. WithoUt objection, the Senate will 
stand in reee s until to-morrow at 11 o'clock. 

Thereupon the Senate (at 9 o'clock and ln minutes p. m.) 
took a recess until to-morrow, Tuesday, February 9, 1926, at 
11 o'clock a. m. 

HOUSE OF REPRESENTATIVES 
~fONDAY, Feb?'"lla.ry 8, 19~6 

The House met at 12 o'clock noon. 
The Chaplain, Rev. James Shera Montgomery, D. D., offered 

the following prayer : 

0 Thou who art the King of kings and Lord of lords, to 
whom the rich and the poor, the tutored and untutored, the 
high and low, may look up with faith and call Thee " our 
Father,'' hear our prayer. We praise Thee that Thou art so 
infinitely divine; we are so human. Sometimes we fail and 
falter, and our judgment is weak, and desire talres the place of 
need. Do Thou endow us plenteously with those gifts that 
enlighten the mind, so that our daily labor and personal conduct 
shall be in harmony with Thy will. We pray that Thy Holy 
Spirit may be with our whole counh·y, so that the nations shall 
know that we are the exponent of those wonderful "Virtues 
which were taught and incarnated in the life and character of 
Jesus of Nazareth, the Savlo1· of men. Amen. 

The Journal of the proceedings of Satm·day, February 6, 
1926, was read and approved. 

LEAVE OF ABSE:Q"ClD 

BI: unanimous consent, leaTe of absence was granted to Mr. 
RoB~ION of Kentucky for one week, on account of important 
bu. iness. 

DISTRICT BUSINESS 

The SPEAKER. This is Dfstrict day. 
Mr. ZIHLMAN. Mr. Speaker, I move that the House re'ol"'e 

itself into the Committee of the Whole House on the state of 
the Union for the consideration of District busine. s now on the 
calendar. Pending that motion, I ubmit a unanimous-con. ent 
request that general debate upon all these bills be limited to 
three hours,- one half to be controlled by the gentleman from 
Texas [Mr. BLANTON] and the other half by myself. 

The SPEAKER. The gentleman from Maryland asks umwi
mous consent that general debate upon these bills be confined 
to three hours, one half to be controlled by himself and the 
other half by the gentleman from Texas [Mr. BLANTO. ]. Is 
there objection? 

Mr. BLA1\'TON. Mr. Speaker, that would be satisfactory, 
with the understanding that the committee program as under
stood in the committee be carried <mt in respect to rertain 
bills. 

Mr. TILSON. Mr. Speaker, will the gentleman from Mary
land yield? 

Mr. ZIHLMAN. Yes. 
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